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S ra 4092 / 58/16 

TELEGRAM FROM 

Sir M. Laropson. Cairo. 


av 571 Decypher 

DaUd 1st NOV. , 

„ , . . 1938. 

Received _ - 

ire Registry NOV. j 

J: Egypt and Sudan 


2 NOV 1938 


Proposed agreement between Egypt and Italy* 

Refers to Cairo telegram No.3^6 (R 8687/S3/22). 
Egyptian prime Minister is most anxious to start 
negotiations with Italy on the same lines as those 
concluded by His Majesty's Government# and would like 
to get his agreement signed before the Anglo-Italien 
agreement comes into force. Enquires whether the 
Foreign Office agree to this. Egyptian Prime Minister 
has sent renewed assurances of loyalty to His Majesty's 
Government and will submit to His Majesty’s Ambassador 
in advance any text which he contemplates putting up 
to Italy. Requests instructions. 

(Repeated to Rome). 



(Minute*,) 


Next Paper. 
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It; does not seem to me that negotiations by the 
Egyptian Government with the Italian Government 'bn 
the same lines as ours” (by which I presume is meant 
the Anglo-Italian conversations of April laal^~> aep f- 
will serve any useful purpose, as any 
agreement to be concluded between Italy and Egypt 
would be on different lines from thftJfe signed in 

w**Mv*ao 

Rome on April l6tNT I would suggest that the most 
suitable course would be, now that H.H.Q. have 
decided to bring the Rome Agreements into force, 
for the Egyptian Government to inform the Italian 
Government forthwith that fresh credentials will be 
sent to their Minister in Rome accrediting him to 
the King of Italy and Emperor of Ethiopia and for 
these credentials to be prepared, signed by King 
Farouk and sent to Some as soon as possible. After 
this the Egyptian Government could negotiate a 
"toon vo is in age'* agreement with Italy, should such 
an agreement be required. In any negotiations 
that may take place between Egypt and Italy the 
Italian Government will undoubtedly try to inveigle 
the Egyptians into a non-aggression pact which would 
probably either be misleading and useless or else 
contrary to the spirit of the Treaty of Alliance 

with us. 

In spite of the above considerations, I do not 
suppose that we can object to the course which the 
Egyptian Prime Minister proposes, provided we can 
be sure that he will submit to Sir Miles Lampson ir 
advance the text of any draft which he contemplatee 
submitting to Italy, though it may be awkward if 
we have to object to the terms of such a draft. 


* .;Sa****>V. 


v\ c 




2nd November 1938. 
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It is true that the fact of our bringing 
into force the agree lent8 contained in the 
Protocol of April 16th does not seem to offer 
any basis or analogy for Egyptian negotiations 
"on the same lines as ours,’ 1 Egypt was party 
to the declarations regarding Lake Tsana and 
the Suez Canal, but I underioUd that these 
declarations were of a definite and permanent 
character. If the reference is to the negot¬ 
iations which under the Protocol are to be 
opened with a view to definitive agreement on 
the boundary between the Sudan and Italian East 
Africa, there is no question of these beginning 
before the 16th November or of their being 
concluded in anything like a couple of days. 

On the other hand, I am afraid the Egyptian 
Gov eminent w«se thinking entirely of their 
prestige, will not be satisfied with the state¬ 
ments that they have nothing to do but to make 
out fresh credentials for trir Minister, and 
unless we can suggest some sort of agreement for 
them to sign they are likely to embark on some 
kind of non-aggression pact such as has been 
frequently urged on them in public letters by 
Sidky Pasha during the last two years, oan we 
not propose some sort of repetition of the 
bon voisinage agreement vhich the Egyptian 
Minister has already signed, and an exchange of 
notes between the Egyptian and Italian 
Governments regarding negotiations to take 

place*.. 
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place between Egypt as a member of the condominiijm 
and Italy with a view to a definitive agreement 
on the boundary between the Sudan and Italian Eas 
Africa? Unfortunately, the unexpectedly rapid 
termination of the Quarantine Conference will 
presumably enable Bedawi Pasha, the very trouble4 
some legal adviser, to return this week to Egypt 
and his presence will greatly increase the danger) 
of not giving the Egytian Government something 
to play with. 





3rd November 1938 

The point which troubles me most in this 
telegram is the suggestion that the Egyptians 
should get their agreement signed a couple of 
days before November 16th. We do not in the 
least know what sort of agreement the Egyptians 
have in mind as the expression "negotiations oh 
the same lines as ours" does not convey anything 
at all. If all the Egyptians mean to do 
before the 16th November is to recognise Italia^ 
sovereignty over Abyssinia de .lure , then I 
see no particular difficulty and there is 
certainly no h;-:rra in their doing that two days 
before we do and to do it two days before we do 
might satisfy them and emphasise their 
independence cf action, 

A 

But I do think we ought to deprecate 
very strongly any idea of ne -otiating any 
type of agreement, whether bon voisinage, or 
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non-aggression in these few days* Apart 
from anything else it will be suite physically 
iifTpossible to do so, and if any attempt is 
made everything will be so rushed that we 
shall certainly never get a proper opportunity 
of being consulted and giving our advice and 
I think it is also certain that something 
foolish or harmful or probably both will be 
aone. 
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Fro*: EGYPT. 



Decypher, Sir K. Lampson (Cairo) 

1st November, 1956* 

D, 19*90 p*m, 2nd November, 1958. 

K. 12.15 pwm. 2nd November, 1958. 

No. 571* 

o o o o , 

My telegram No. 566* 

(i) prime Minister sent Amin tonight to say that he is now 
most anxious to start negotiations with Italy on the same 
lines as oars- Assuming Rone agreements with us will come 
into force m or about 16th November, he would greatly like 
to get hls agree meat signed a couple of days before that so 
as to avoid the charge of dependency upon us. I undertook 
to ascertain if you would have any objection to this. It 
strikes me as a small and petty point on which we might meet 
Prime Minister* s wishes. Do you agree? 

(2) I said that we should naturally expect to be kept 
fully conversant with any negotiations with Italy: and that 
guiding principle must be avoidance of anything In spirit 
or in letter conflicted' with Egyptian obligations under 
alliance. This the Frime Minister has already fully agreed 
to in the past and Amin brought renewed assurance of complete 
loyalty. 

(5) The Prime Minister will submit to me in advance 
any text a draft he contemplates putting up to Italy. 

(4) Have you any instructions. 

Addressed to Foreign Office of 1st November, repeated to 


H0¥ 



!** M 

* <9 

*■ i, 

p.o. REGISTRY- 
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Rome* 














Cypher telegram to Sir IL Larson (Cairo)* 

Foreign Office. 3rd Hoveaber, 1W8. 8.00 p.*. 

Vo* 564. 

TMtfgPTAm 

Tour telegram Vo* 671 (of Hoveaber lstt proposed agree- 

Bi^t between Egypt and Italy). 

Tou refer la paragraph 1 to negotiations between Egypt 

and Italy on the sane line* as our own. Tlw releTant 
negotiations between ttalted Kingdom and Italy which will 
take place before Sovember 18th are (1) the delivery by Hia 
Majesty’s Ambassador in Bone of new credentials accrediting 
hin to the King of Italy* E^eror of Abyssinia, constituting 
da jure recognition of Italian sovereignty over Ethiopia* 
and (2) an exchange of notes fixing the date of entry into 
force between the United Kingdom and Italy of the eight 
Instruments listed In the Hone Protocol of April last. 

g 4 Qlf tt had not been for the remarks In paragraph 2 
of your telegram* whit* seemed to envisage negotiations of 
quite a different character, I should have assumed that the 
Egyptian negotiations which the Prime Minister had In mind 
were (a) Egyptian da lure recognition of the conquest of 
Abyssinia which might be effected in a similar manner to 
(1) in paragraph 1 show, and (b) an exchange of notes 
bringing into force the exchange of notes between Italy and 

Egypt relating to Lake Tsana and to the Sues Canal. & If 

this ... 
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this Is what is Intended, I nee no objection in principle to 
the negotiations taking place a day or two before oar awn. 

CS 1 Xn the case of the United Kingdom both the Tana and the 
Sues Canal Declarations are amongst those listed in the 
Protocol which cone into force at a future date and it night 
be held that the exchanges of notes on these subjects between 
the United Kingdom and $4e*y also did not cone Into force 
until a later date; at any rate there would be no objection 
to farther It&Io-Sgyptlsn notes declaring that they are now 
in force* In view of the way in which the notes of April 
16th are worded however it Is difficult logically to bring 
then Into force as regards Egypt before they case into force 
as regards the United Kingdom, The Tripartite Bon Voi^ina^ e 
Agreement is already in force and the tripartite negotiations 
with regard to the boundaries of the Sudan referred to in the 
penultimate paragraph of the Protocol cannot take place for 
acme tine* 

6, Ton should explain the position to the Egyptian 
Prime Minister and point out that the only two steps which 
Egypt could take before November 16th axe (a) and (b) in 
paragraph 2 above; that logically it would be difficult for 
Egypt to deal with (b) in advance of the United Kingdom but 
there is no reason why she should not do so as regards (a), 

4* If the Egyptian Prime l&niater has in his mini 

other negotiations such as non-aggression pacts or bon 

woiBiiMge agreements between Egypt and Tripoli, you should 

impress upon him the absolute impossibility of negotiating 

entirely new agreements in such a short space of time and the 
grave dangers being run in attempting to do so* Apart from 
other difficulties which would in fact render the task 
Insuperable, any rush tactics over these matters would Inevit 
ably result in Eia Majesty's Government not being properly 
consulted and not having & chance to express their views rrcaa 
the point of view of the Treaty of Alliance* 
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4098/38/16 


FROM Qommuni 


Anglo-1 tall an declaration with regard to the Suez Ca: 


Gives summary of events with regard to the 
administration of the Suez Canal since the conchsion 
of the Suez Canal Convention of 1888. Refers to the 
declaration regarding this Convention which was 
included in the Anglo-Italian Agreementof April,1938, 
and to the French Government*e wish to participate in 
this declaration. Asks that it may he confirmed that 
Dated — the sole object of the Anglo-Italian declaration is to 

Received i ^ reaffirm the obligation of the two countries to abide 

in Registry j 3rd November fty the terms of their existing engagements. 

19 33* 




No. 547 


J: Egypt and Sudan. 



{Now dispossd of .) f 

^-Uv. VV' 

cwfc. 

\ <. fyjusi.. - 

vaO' . SkLi ^ 


(Action ' *^IndexY ' * 

completed.} 

iJ ^ _ 


{JlftRutas.) 


When M. de Charbonniere of the French Embassy left 


.:ith me on June 7th the aide memoire in J.2294/38/16, f 

— 

I explained to him the genesis of the declaration re- i 
gar ding the Suez Canal Company which formed pert of the 
Rome Agreement of April 16th and the various negotiati 
which took place with the Italian Government before 
the terms of that declaration were finally settled. 

I told M. de Charbonniere that this declaration was 
purely platonic and symbolic and that in fact it was 
"eyewash" for the benefit of Italian public opinion, as 
the two Governments were merely re-affirming their 
intention to abide by the terms of a convention has 

been in force for the paVC 50 years and that there has 
never been any question of our not abiding by its 
terms. M. Roche of the French Embassy who brought round 
the memorandum in this jacket said that the information 
that l had given M. de Charbonniere had been duly 
reported to the iiuai d 1 Or say by the French Embassy, but 
that the ^uai d'Orsay wished to have a/note from us 
confirming that the only purpose of the Suez Canal 


Next Paper. 


declaration. 
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declaration which forms part of the Rome agreement of 
April 16th last is to record the intention of the two 
signatories to continue to conform to the existing 
international - status of the Suez Canal as defined in 
the Sues Canal Convention of October 29 th, 1888, and 
the Anglo-French declaration of April 8 th, 1924. 

? Prepare draft note to French Ambassador to this 

i 

effect. 

Mr.Beckett, f 
Southern de^rtment. 

Central department. 


V. 






November 4th, 1938. 


T> 


I think this French memorandum is extremely 
interesting. It should be noted carefully by the 
Department and the Library'*nd the Embassy in Cairo 
as a useful and excellent statement of the position 
of tide country wit -i regard to the Sues Canal, 

Unless the French are in a great hurry for their 
answer I think we should invite the Service Departments 
and the Embassy in Cairo to concur in our proposed 
answer before we send it. If, however, time will 
not allow of this, I think we should nevertheless 
write to them on the lines indicated in the following 
paragraphs sending a copy of our reply merely 
instead of asking them to concur in it. 

I agree that we should do what the French ask j 

i 

and address them a note indicating that the ! 

Declaration about the Suez Canal in the Rome Agreement 
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of April last simply records the undertaking 
of the U,K. and Italy to continue to conform to 
the law in force with regard to the Sues 
Canal, that is to say that the Convention of 
1888 as modified by the Agreement of 1904. 

In writing to the other Departments 
and to Cairo, I think we should aend a copy 
of this French note and of the correspondence 
in J 2354 of June last and I think in writing 
we should call attention to the following 
points. The French notes sets out the position 
of this country with regard to the Sue % Canal 
in a manner which is entirely satisfactory to 
us. It arrives at its conclusions as regards 
our position y/ith relation to the Cans! by 
discussing and deducing the results of the 
various events since the signature of the 
Convention in 1888, viz. (1) the Initial 
British reservation; (3) the withdrawal of the 
original reservation and its replacement by a 
limited reservation referring expressly only to 
two portions of Article 8 in 1904 as a result 
of the Anglo-French Declaration and the 
acceptance of the Egyptian portions of this 
declaration expressly or tacitly by other 
Suez Canal Convention Powers; (3) the three 
peace treaties; (4) the Anglo-Egyptian Treaty 
of 1936. In doing this the French memorandum 
draws I think exactly the consequences from 
each of these steps that we have drawn and 
corresponds closely to the explanation of this 

position/ 

r~.: 







2 cms 


PUBLIC RECORD OFFICE 


1 1 


— Fo 371/2W82. 


?S307 


Please note that this copy is supplied subject to the Public Record Office's terms and conditions and that your 
use of It may be subject to copyright restrictions. Further information is given in the enclosed Terms and 

Conditions of supply of Public Records’ leaflet 


Minities, 


position which has been furnished in the Foreign 
Office when required, as for instance recently 
when we drew up a little statement for communication 
through Sir I. Malcolm to the Suez Canal Company. 

The only difference that occurs to me is that 
the French memorandum states our position in a 
rather more thorough and categorical manner in 
our favour than we have generally stated it for 
ourselves, though in so far as it goes beyond what 
| we ourselves have said r thin* it is still 
j perfectly correct. it i 3 distinctly interesting 
| and useful to have this reasoned statement of 
j the position from another Government, and moreover, 
j the Government whose nationals virtually control 
j the Sue 2 Canal Company. 

Vfe might further point out that the French 
are quite correct in rather stressing that in 
our aeduration with Italy when we affirmed the 
iiuez Canal Convention of 1868 we must be talien 
to mean the Convention of 18SS as modified 
expressly and by implication in 1904. I think 
the writer of this French memorandum probably thinks 
that we were rather ca-eless in the koine 
Declaration in net making it clear that the 
declaration referred only to those provisions 
o± the -uez Canal Convention which were still 
in force. A a a matter of fact tile Italian 
Government did give us every opportunity of 
proceeding on these lines because, if rry 
memory is right, they originally proposed a 
declaration which referred to certain articles 
of the Convention only, but we were (I still thi ik 

probably/ 
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probably rightly) rather nervous bf getting 
involved into a discussion as to which 


articles should be mentioned and of putting 
a clauQO or interpretation on the effect of the 


IT 


1 


Convention to-day, that we preferred simply 
to refer to the Convention of 1888. 

The third point is thi3, This French 
note points out that the limited reservation 
made in 1904 under which the Suez Canal 
Convention'! really came into force for the first 
time only referred in terms to the last 
sentence of paragraph 1 of Article 3 and to 
paragraph 3 of Article 8, but as the French 
quite rightly point out (and I feel grateful 
to them because I have never seen it put so 
clearly before) what was really done in 1904 
was to remove from the provisions of the 
Convention every tiling providing for any form 
of collective action with regard to the Canal 
either by all the Suez Canal Powers or by 
those of them who were signatories to the 
bondon Declaration of March 1855 with regard 
to the Egyptian debt. Thus, as the French 
note points out* really all the rest of 
Article 8 of the 3uez Canal Convention must be 
deemed to be obsolete, vis. there was no 
question really since 1904 of the representatives 
in Egypt of the Suez Canal Convention Powers even 
meeting on any occasion to consider the 
execution of the Convention or events which 
night menace freedom of navigation or on 

calling/ 
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calling for the removal of works or dispersal of 
concentrations which might threaten the freedom 
and security of navigation, (vide the portions 
of Article 8 which are not formally suppressed). 

On the other hand no doubt the principle that 
there should not be concentrations or works 
threatening the freedom and security of navigation 
remains. Similarly, in Article 9 there is no 
obligation now upon H.fcl.G. as the successors of 
the Ottoman Government under the second 
paragraph of Article 9 to give notice to the 
Powers signatories to the Declaration of 1888 
or to concert with them as regards measures 
necessary in response to the request by the 
Egyptian Government for assistance in the 
matter of the protection of the Canal. We 
certainly proposed to act on such a basis if 
the Suez Canal is ever threatened; if we did 
not hold this view it is really rather doubtful 
if we could have concluded Article 8 of the 
Treaty of Alliance with Egypt and its Annex withbut 
at any rate giving notice to these PovYers. The 

- i f 

French note really on this point)states and Iveb the 
legal reasoning in favour of a point which we have taken 
for granted without thinking it out fully. 

Our reasoning had rather stopped short at the pojint 
v/here we had shown that we were the successors 
of the Ottoman Government under the paragraph 
and we have simply ignored and never dealt with 
the question whether as successors of the O.ttomap 
Government we should have to give notice as the 

Ottoman Government under that paragraph is 

required/ 
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required to do. Similarly, under Article 10, 
paragraph 2, v/e never hod any intention that 
either we or the Egyptian - Government should 
give any notice to other Powers as laid down 
in this paragraph, but in this, as in the 
previous case, v/e have rather ignored the 
point that we had not disposed of this notice 
merely by the showing tnat we were the 
successors of the Ottoman Government. One 
has to show not only this but that the real 
meaning of the 1904 reservations was and was 
accepted to be to cut down all provisions with 
regard to collective action of the Convention 
Powers, When the French note says that 
Articles 9 and 10 and the remainder of 
Article 8 are obsolete (top of page 2), 1 think 
it is going further than v/e go - further than 
I think is correct, and further in fact I 
think than the memorandum itself means to go 
if it is read as a whole. It would be more 
correct to say, and I think the French 
memorandum really means to sqy , that these 
provisions are obsolete in so far as they 
provide for any collective action by the 1885 
Powers or of the parties to the Suez Canal 
Convention. 




?th November, 1938 . 
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As M. Roche, of the French Embassy, 
informed me when leaving this aide-memoire 
that the Quai d’ Or say are anxious for an earl; 
re Plyr I submit, herewith, a draft note to th< 
French Ambassador, After it has gone off, we 
can then communicate with the service Depart¬ 
ments and the Embassy in Cairo on the 1ines 
suggested in Mr, Beckett*s minute. 



Ov* ' 


k VI 


8th Hovember 1938. 
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Mo* J 409C/S8AG. 


90KXI0S umos, 8.W.I. 

10th ftoveeAier, lots* 


Your SmllMMf, 

Oa the 8nl ItmwSer Your fixeclliam esaaed to he 
handed to ay department a memorandum on the subject of 
the declaration regarding the Sues oenel which forma 
pert of the Agreement signed In Home on the Idth April 
leet tjf Hie Majesty*■ Aston seedor m id the Italian minister 
for foreign Affaire# 

9. In reply to the taqaipy contained in the leet 
paragraph of that own© random j hove the honour to Inform 
Your Sneelleaey that the purpose of thie declaration w»e 
to record the intention of Hie Majesty** Government in 
the united kingdom and the Italia# Government to continue 
to eottfom to the International relee at present In force 
with regard to the See* Canal which result from the ^ues 
Canal Convent1on of the 99th Catcher, 1996, combined with 
the Anglo-French Declaration of the 9th April, 1094. 

I heve the honour to he, with the highest 


DoneIderatIon, 


Yonr sietiiiacjr's obedient Servant, 
(For the Secretary of state) 

Uthw a 0 <*PS| 


die £xoellenay 

Monalear Charlee Oorhia, G.Q.Y.u*, 
eta*, etc*, ate* 


Or**) 
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( J 4096/38/16) 


FOREIGN OFFICE, 3.W.1* 

17th November, 1938* 


Dear Chancery, 

Wo send you herewith copies of two memoranda which 
we received from the French Embassy on the 8th June and 
3rd Noveniber, together with copies of our replies thereto, 
on the subject of the declaration regarding the Suez 
Canal which forms part of the Anglo-1 tali an agreement 
signed in Rome on the 16th April last* we think the 
second French memorandum is extremely interesting and 
provides an excellent statement of the position of this 
country with regard to the Suez Canal* In particular we 
should like to call your attention to the following points* 

The memorandum sets out the position of this country 
with regard to the Suez Canal in a manner which is 
entirely satisfactory to us. it arrives at its conclusions 
by discussing, and making deductions from, various events 


which/ 


The chancery, 

British sibassy, 
Cairo* 


Krer-D ecr etary oi o'vcrue 
for Foreign Affairs, 


Foreign Office* 
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which have oocurred elnce the signature of the original 
Suez Canal Convention of 1888, viz; 1) the initial 
British reservation, 2) the withdrawal of this 
reservation and its replacement in 1904 by a limited 
reservation referring expressly only to the last 
sentence of paragraph 1 and to paragraph 2 of Article 
8 of the Convention; this resulted from the Anglo- 
Freneh declaration of Aprii, 1904, the Egyptian portions 
of which were expressly or tacitly accepted Oy the 
other signatories of the Convention, 5) the three 
Peace Treaties, 4) the Anglo-Egyptian Treaty of 1936. 

The French memorandum draws, we think, exactly those 
consequences from each of these steps that we ourselves 
have drawn and corresponds closely to the explanation 
of our position which has been furnished in the Foreign 
Office when required (e*g. the statement which we 
recently drew up for communication through Malcolm to 

the/ 


uuaer-o acre oary <?i 

for Foreign Affairs, 
Foreign office. 
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the Suez Canal Company - this followed the lines of 
paragraph 2 of our despatch to you No* 291 of the 
10th March last). The only difference that occurs to 
us is that the French memorandum states our position 
in a rather more thorough, categorical and favourable 
manner than we have generally stated it ourselves, 
though in so far as it goes beyond what we ourselves 
have said we think it is still perfectly correct* In 
any case it is distinctly interesting and useful to 
have this reasoned statement of the position from 
another government and moreover from a government 
whose nationals virtually control the Suez Canal 
Company, 

33ie second point is that the French are quite 
correct in stressing that in the Suez Canal declaration 
annexed to the Anglo-Itallan Agreement of the 16th April 
last, the reference to the su*3 Canal Convention of 1888 
must be taken to mean the convention as modified expressly 
and by implication In 1904, we think that the writer 

of/ 
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for Foreign Affairs, 

Foreign Office. 
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of the French memorandum probably thought that 
we were rather careless in the Roue declaration in 
not m aking it clear that the declaration referred only 

to those provisions of the Sues Canal Convention which 
were then in forces As a matter of fact the Italian 
Government did give us every opportunity of proceeding 
on these lines because they originally proposed a 
declaration which referred specifically to certain 
provisions of the convention; we however were rather 
nervous of getting involved in a discussion as to which 
provisions should be mentioned and of thereby putting 
any gloss or interpretation on the effect of the 
Convention, and we accordingly preferred a simple 
reference to the whole document. 

Thirdly, the French memorandum points out that the 
limited reservation made in April 1904, when the 
Convention may really be said to have come into force 
for the first time, only referred in terms to the last 
sentence of paragraph 1 and to paragraph 2 of Artiole 
8; the French quite rightly point out however (and we 
feel grateful to them because we have never seen it so 

clearly/ 
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dearly put before) that what was really done In 1904 
was to remove from the convention everything providing 
for any form of collective action with regard to the 
Canal either by all the Suez Canal powers or by those 
of them who were signatories to the London declaration 
of March 1885, with regard to the Egyptian debt# Thus, 
as the French memorandum points out, all the rest of 
Article 8 of the Suez Canal Convention must really be 
deemed to be obsolete, viz* there has been no question 
since 1904 of the representativee in Egypt of the 
Convention powera ever meeting on any occasion to 
consider the execution of the Convention or to call 
for the removal of works or dispersal of concentrations 
which might threaten the freedom and security of 
navigation (vide the portions of Article 8 which are 
not formally suppressed). on the other hand, no doubt, 
the principle that there should not be concentrations 
or works threatening the freedom and security of 

navigation/ 
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/ L f-j 

navigation remains. Similarly M 

O miariy, there l s no obligation i 

now upon His Majesty's Government, as the V? 

as une successors of 0 

the Ottonan Government. to glre notlce unaer ^ ;| 

r-^apho* Article 8to the powers 8ignatorl , 8 ^ ^ j 

declaration of 1888 or to concert with th.» I 

+ . Wltn as regards tJ 

I ”27* ^ " tak8 " ln re8P ° nSe t0 8 "«»■» W the I 

toTt "* a68latanTO - ** «*•**• Proposed if 

7 ::™' ba8lB " ^ - — thP.ete.ejl 

if we did not hold this view 1 + „ ** \ if 

it is rather doubtful if ^ III 

could have concluded Article 8 of +>,* m x 

1««. . , 8 of the Of Alliance 

«th *gypt and its annex without at any rate giving 

I notice to these Powers. The W ench ^nen^ . ^ J 
Point really gi TeB the legal reaaonlng ln ^ _ 

out JT ^ haVS taken f ° r granted without linking it L 

722: °* rea8oning ^ rather * th. f 
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dealt with the question Aether as successors of 
the ottoman Government we should have to give notice as 
the Ottoman Government under paragraph 2 of Article 9 
is required to do* Similarly, under Article 10* 
paragraph 2* we never had any intention that either 
we or the Egyptian Government should give any notice 
to other powers as laid down in this paragraph* hut 
in this* as in the previous oaee, we have rather ignored 
the point that we had not disposed of the obligation to 
give such notice merely by showing that we were the 
Successors of the ottoman Government. We have to show 
not only this but that the real meaning of th e 1904 
reservations was* and was acoepted to be, to cut down 
all provisions with regard to collective action by the 
Convention Powers. when the French memorandum says 
that Articles 9 and 10 and the remainder of Article 6 
are obsolete we think it is going further than we go, 
further than we think is correct, and further, we think, 

than/ 
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for Foreign Affairs, 
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than the memorandum itself means to go if it is read as 
a whole* It would "be more correct to say, and we think 
the ftench memorandum really means to say, that these 
provisions are obsolete in so far as they provide for 
any collective action toy the 1685 Powers or of the 
parties to the sues canal Convention* 

Yours ever, 

Egyptian Department* 


subject of the declaration regarding the Suez Canal, which 
forms part of the Anglo-Italian Agreement signed in Rome 


on the 16th April last. 


I have the honour to toe, 
Sir, 

Your obedient Servant 




The Under-Secretary of State 
for Foreign Affairs, 

Foreign Office* 
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From Sir Ian Malcolm 1NDEAE3* 



U 





lO, AVENUE D’|£na, PARIS (XVI* Aka ) 

TML, t Pa»»y 


.MKivaD^W 


suez canal 


Commercial No 


©* 


December 1, 1938* 


Sir, 


I have the honour to acknowledge with many your 

Despatch No* 52, of November 18, 1938, enclosing copies 
of correspondence between the Foreign Office, the French 
Sabas sy, London, and the British Sab assy, Cairo, on the 
subject of the declaration regarding the Suez Canal, vrhich 
forms part of the Anglo-Italian Agreement signed in Home 
on the 16th April last. 


I have the honour to be, 
Sir, 

Your obedient Servant 


f 


The Under-Secretary of State 
for Foreign Affairs, 

Foreign Office. 


Next Paper. 
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Proposed agreement between Egypt and Italy . 

Refers to Foreign office telegram No.554 of 3rd 
November,1938 (J 4092/53/iG.,Amin Osman pasha will 
point out to Egyptian Prime Minister that only feasible 
course for Egyptian Government to pursue will be to 
exchange notes with Italian Government about recognition, 
of Italian sovereignty over Ethiopia.Prime Minister 
wishes to connect recognition with some reference to 
position of Copts in Ethiopia*and has asked for His 
Majesty's Government’s help.Cairo telegram N0.58&L ■ 

(j 4126/38/16) gives teat of draft note from Egyptian 
Government to Italian Government, drawn up by Mr, 
Bateman and handed to Amin Osman for consideration. 
Asks for Foreign Office observations. 


(/Vint.) 


(How iHtpased «/.) 
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From EGYPT . 


I J-14125 ! fc 

? 155 

[ 7 NOV J9?8 ! 


Decypher. Sir If. I/uspson. (Cairo). 


5th November, 1956. 

D* 7*14 p.a. 5th November, 1958. 

R* 7*0 p.a. 5th November, 1958. 

t 

Ro. 585* 

******* 

MEDIATE. 

Your telegram No. 554. 

The position has been explained to Amin Osman who will point 
out to the Prime Sinister that the only feasible course for the 


Egyptian Government to pursue will be to exchange notes with the 
Italian Government about recognition of Italian soveignty ©rer 


Ethiopia* 

2. Prime Minister however wants to connect recognition with 
some reference to position of the Copts in Abysinnia (this of 
course for internal political reasons) and has asked for our help. 

5. Draft note which forms subject of ay immediately following 
telegram was drawn up by Mr. Bateman and handed to Amin Osman for 
consideration today on the understanding that if the Egyptian Govern¬ 
ment adopted it as their own they should make quite sure at Rome 
that it would be acceptable to the Italian Government before it * 
was actually presented* 

4* It is intended to be a harmless face saving device and 
I trust you will see no objection to it. 

5. Please telegraph your observations* 


A .%•. ti • 
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Copies of the first exchange of telegrams 
were seat to Service Departmenta - please 
see J 4092* 

Should copies of the later telegrams also 
he Bent to them, please? 

Egyptian Division* 

9*11*1938. 


Yes please. 



i! i 
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10*11.1938. 
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L 7 NOV 1938 




FROM EGYPT, 

Decypher. Sir M. Lampson (Cairo). 


D. 9 p.m, 
R. 8 p.m. 


5th November, 1958. 
5th November, 1958. 

5th November, 1958. 


New 586. 


jfc tft 

IMMEDIATE . 

Following is text referred to in my immediately preceding 
telegram. 

Your Excellency, 

I have the honour to inform Your Excellency that his Egyptian 
Majesty’s Government have decided to recognise de jure Sovereignty 
of Italy over Abyssinia, 

Accordingly my August Sovereign His Majesty King Farouk I, 
will provide at the earliest possible moment that his Minister 
plenipotentiary at Rome with letters accrediting him as His Minister 
plenipotentiary and Envoy Extraordinary to His Hajesty the King of 
Italy and Emperor of Ethiopia. 

In informing Your Excellency in this sense I have the honour 

to state that His Egyptian Majesty’s Government confidentially trust 

the Royal Italian Government will be willing to make a declaration 

regarding the free exercise of religion and treatment of religious 
bodies in Italian East Africa having an age long connexion with 
Patriarchate of Alexandria similar to that made by His Excellency 
Count Ciano to the Earl of Perth on April 16th 1958 at Rome. 

I have the honour to request that Your Excellency will be so 
good as to inform me as soon as possible that the Royal Italian 
Government are in fact ready to accede forthwith to this desire of 
His Egyptian Majesty's Government 

I avail etc., etc.. 
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Cypher telegram to Sir M, Laapson, (Cairo). 

Foreign Office. 8th November, 1958. 7.50.p.m. 

No. £88. 

IMMEDIATE . 

Tour telegram No* 586 j.of November 5th: proposed agreement 
between Egypt and Italy]. 

I see no objection to the note which Egyptian Prime Minister 
proposes to address to Italian Minister in Cairo* 

Exchange of notes bringing Anglo~Italien agreement into force 
will probably be signed on November 16th and Lord Perth is 
expected to present his new credentials before then. 

Please inform me if Egyptian Government also contemplate 
exchange of notes with Italy after or before November 16th stating 
that Tsana and Suez Canal notes are in force. 1 do not consider 
these to be necessary but see no objection. If this exchange is 
effected, then as pointed out in Nome telegram No. 698 theoretical¬ 
ly there should also be further exchange of notes between Egypt 
and the United Kingdom which, if necessary, can be considered at 
leisure* 

If, however, you have no reason to suppose that Egyptian 
Government contemplate exchange of notes mentioned in preceding 
paragraph matter should not be raised. 

Repeated to Rome No. 467. 


vf jy 
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Number /_ .--QZ-a/,- Proposed agreemen t between Egypt end Italy . 

J 4159/30/16. Refers to Foreign Office telegram to Cairo No. 

TELEGRAM from 554 0 f 3rd November, 1938, (,T 4092/38/16} end suggests 

Lord Perth (Rome ) that passage in third sentence of second paragraph 
Ns. 698 Decvpher should read "between United Kingdom, Egypt and Italy’' 

Suggests also that if further Italian and Egyptian 
Datt i 7th November, 193? noteB are contemplated, further Anglo-Egyptian notes 
^ , „ will be reouired. 

Rectwei 

in Registry 7th November, ^ 

1938 (Repeated to Cairo). 

J; Egypt and Sudan. 
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Decypher. The Earl of Perth (Rome) 

7th November, 19456. 

D. 2.0 p.si* 7th November, 1958. 

R. 2.15 p.m. 7th November, 1958. 


No. 698. 


vwvwv 


I am a little puzzled about second paragraph of your 
'telegram No. 554 to Sir M. Lampson. Should not passage in 
third sentence referring to exchange of notes read "between 
Suited Kingdom, Egypt and Italy" also if further Italian and 
Egyptian notes are contemplated will not further Anglo** 
Egyptian' notes be required? 

Addressed to Foreign Office. Repeated to Cairo. 
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Cypher telegru to The Seri of Perth (Bob*). 

Foreign Office. 8th Boveaber. 1963. 7.40 p.e. 

Bo. 488. 

n nit t* tf h t$ 4 * * itfl n * it m 

Tour telegram Mo. 699 [of November 7th; 
proposed agreement between Egypt sad Italy3. 

Zb the third sentence of paragraph 2 of ay telegram 
Ho* 564 " United Kingdom and Italy* should read * Egypt and 
Italy". 

You .will see from Cairo telegrams Nos.686 and 686 
and my telegram to Cairo No. 668 that note which Egyptian 
Government propose to address to Italian Minister in Cairo 
announcing flp iarc recognition of Italian sovereignty over 
Ethiopia is anodyne and harmless. 

Repeated to Cairo No. 669. 
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Italian activities In Egypt . 

Refers to Montevideo telegram Ho. 63 of 6th December 
L93?,(J 5063/127/16),regarding the appointment of 
Signor Mazzolinl as Italian Minister in Cairo. Has 
•eceived an anonymous letter reporting remarks made 
>y an intimate friend of Signor Mazzolinl to the effect 
>hat Signor Mazzolinl had been given a "great mission" 
md that within a short time Egypt would be a 
;ontInnation of Italian Africa. Suggests that His 
[ajesty's Embassy at Cairo should be informed 
iccordingly- 
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* \ BRITISH LEGATION, 


MONTEVIDEO, 
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NOV 1938; 






21st October, 1958* 


f 


f My telegram No* 62 of the 6th December, 1937, told 
you what a firebrand was Mazzolini, the Italian Minister 
here who went to Cairo* Perhaps you will recollect my 
saying that In my opinion the Egyptian Government, in 
refusing the appointment of the head of the Foreign 
Propaganda Department but accepting Mazzolini, had 
probably fallen from the frying pan into the firei 

I have 3ust received an anonymous letter vfclch has 


a genuine ring about it. 


of the present war crisis* 


It is to say that a man, who was an intimate friend of 
Mazzolini, at some convivial supper party recently said, 
by way of boasting how far he was in Mazzolini‘s confid¬ 
ence, that the latter had told him that he had been given 
a u great mission"* The talkative gentleman, on being 
pressed, said that within a short time Egypt would be 
a continuation of Italian Africa* 

Of course one does mot want to attach too much 


importance to an anonymous letter, but it occurs to 


Sir Lancelot Oliphsnt, 

K.C*M.G. , C.B. 


me / 
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that} to the Snbassy at Cairo} it might bo a straw 
which showed which way the wind blew or even be the one 
to "break the camel s back”, in the sense ot being one 
more link, and perhaps a conclusive one, In a chain of 
evidence. That is why I feel it just worth while writing 
to you. 

A duplicate of this letter, for transmission to 
Cairo, is attached. 
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l 156 ( 

{ 15 NOV 1939 ' 


j Registrv 

( ; M /J 4246/38/16 


TELEGRAM FROM 
i tord Perth, (Rome). 
No 707 Decypher, 


Dai&t 


in Registry 


J: Egypt ana Sudan. 


Agreeme nt between Egypt and Italy and proposed exchange 
of_notea between His Majeaty^s Government and Eg yptian 
Government. - 


Egyptian Charge c’Affaires has reported action taken 
with regard to recognition by Egypt of Italian 
soverignty over Ethiopia* He is anxious that proposed 
exchange of notes between Italian Minister of Foreign 
Affairs and himself regarding coming into force of Lake 

Itlaciwrt An J n-*** n 3 i_■ ■* * ■*. . . . 


S««r^ 4t \2jj e ^^*i 9 ?f ,1,sana aTld Sue3 Canal declarations should take place on 

i- O-Wj/fV fJOVetQDeri riflV tha + rnrnil At awn a Wh-l T * _ J;__ 

6 7 } 1938. 


same day that Count Ciano and Lord Perth sign declara¬ 
tion bringing Anglo-Italian protocol and agreements into 
force; and that similar exchange of notes should take 
place between His Majesty’s Government and Egyptian 
Government. Requests instructions. tRepeoJasd *5 cjCL»>«3* 


Last Paper. 

(W) 
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Decypher. 


From: ITALY . ! j 

The Sari of Perth, (Rone). * 

November 14th, 1958. 

9. 5.5G.p.n. November 14th, 1958. 

R. 4.50,p.m. November 14th, 1958. 


Ho. 707. 


IMPORTANT. 


The Egyptian Cbargfe d*Affaires told me this morning of the 
action which he had taken on Saturday in accordance with 
Instructions of his Government regarding the recognition of 
Italian sovereignty over Ethiopia. He had further asked Count 
Ciano whether he would agree to an exchange of notes stating 
declarations as regards take Tsana and the Suez Canal £? would] 
now come into force. Minister for Foreign Affairs had replied 
that he saw no difficulty and asked Chargfe d*Affaires to consult 
the Italian experts. Chargfe d 1 Affaires was most anxious that 
this exchange of notes between the Italian Minister for Foreign 
Affairs and himself should take place on the same day as the 
Minister for Foreign Affairs and I signed declaration bringing 
the protocol and agreements into force. He added that his Gov¬ 
ernment would like to complete the matter by having a similar 
exchange of notes between the Egyptian Government and His 
Majesty*s Government. 

After discussion with him I drafted a tentative text of & 
note which might be exchanged between Count Ciano and him and 
between Minister and myself. I said that I had not yet 
consulted His Majesty*s Government and asked him to let me know 
the result of his conversation with Italian experts to whom he 


would 
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would submit draft u T * , 

the text, it, y f0llowi, « t8l *8«» Sires 

to si an h U 8PilrOTfi “ 4 * 11 so » ffley I have authority 

such a note sftup wm ^ 

hare slenui < Ulster for Foreign Affairs and I 

£B9d Bain declaration, it nnm +„ . 

n „ , ^ seems to me desirable +>i«+ 

out action and that of *h» t* n 
, th ltaliea Government should be 

*ltaneous and Chartffe d^Af-p** ***<, 
should be ^ Af/air#S *“ that this 

Addressed to Foreign Office Ho. W; repeated to crtw. 


m 
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.4259 ! 


GYPT and S V 3 A N 


Registry \ 

"fWw/ae/ie 

TELEGRAM FROM 
Lord Perth,Rome 


w<> 7Ki (HJ 

Dokd 15th 

Received \ No Vi 1959 

J J Egypt and Sudan 


! !6 !W'« !0:>; 


Anglo-Itallan agreement : exchange of notes with 
Egyptian Government. 

Refers to Soma telegram No.709 of 14th November, 
1939 (J 4255/158/1). Italian Government propose to 
issue on 16th November a communique giving text of 
declaration bringing Anglo-Italian agreement into 
force and mentioning exchange of noteB with Egyptian 
Chargd d'Affaires* A second communique will contain 
the text^of these notes. 

Assumes that text of exchange of notes frith 
Egyptian Chargd d’Affaires will be released for 
publication in Thursday morning's preBS* Gives 
substance of the draft notes. 
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Shomd copies of the recent telegrams he 
sent to the Service Departments, please? 

Egyptian Division. 

18 th November, 1938 , 


Yes please. 


(intld.) i.w.Y. 


18th November, 1938, 
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( 

Fro® ITALY. 

The Earl of Perth (Rome). 

15th November* 1956. 


D. 9.25 p.m. 15th November* 1956. 
R. 9.50 a.m. 16th November, 1956. 
Ho. 710. (R). 


d 14259 ! 

175 ♦ 

IB NOV 1933 ■ 


IMMEDIATE, 

My telegram No. 709. 

Immediately after signature which has been fixed for 6 p.m. 
tomorrow the Italian Government are issuing a cammuniqud 
giving the text of the declaration and mentioning exchange of 
notes with Egyptian Charge d’Affaires. A second communique will 
contain the text of these notes. I understand that there will 
he a special late edition of some of the evening papers tomorrow. 

I assume that you will release for publication in Thursday 
morning*s press, text of my note to the Egyptian Charge 
d'Affaires is as given in my telegram Ho. 708 with words 
"Italian Minister for Foreign Affairs'* substituted for "Count 
Ciano". Egyptian Charge d*Affaires’ reply to me acknowledges 
the receipt of my note which it recapitulates and ends by 
sentence B I shall have pleasure in communicating this information 
to Egyptian Government". 
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J 4866/38/16 

mEGRAM FROM 

rd Perth.Home 



I talian attitude as regards the Suez Canal. 

Quotes extract from article entitled ^The Problem 
of Suez* published in the "Popolo d 1 Italia* on 15th 
November, 1938, urging the importance of a revision 
of the Suez Canal tariffs* There have been several 
articles on these lines recently. Messages from 
London report that one newspaper poster bore the words 
“Mussolini demands Suez"# 

Summary follows by post. 

(Repeated to Cairo) . 


(Action (Index.) 

ompleted.) / W 


&.U.& 


Next Paper. 


Hi It 


(Minutes.) 


The London press has recently been giving some ||i 
unfortunate publicity to the Suez Canal and alleged j 

Italian claims in connexion therewith. This was ’ ; !]!| 

:: | 

started by M. Poliakoff in the Evening Standard". In . • 

: fi 

j 'j* ■ I 

August sir Noel Charles sent us the summary of three ji 

' : !j jj 

articles whleh had appeared in the Italian press, ,1 

regarding the Suez canal, which contained a number of ; 
gross misstatements. We therefore sent a despatch to 

Rome correcting the misstatements contained in these 1 ! t 

“ '■ 

! lj Jj 

articles. Sir Noel Charles sent a personal letter to h: 

I ii 

Count Ciano embodying the substance of our despatch . 

; i! i 

with the result that at the beginning of September the j 1 ! 

«<!I ! ! 

"Messagero" printed a couple of articles which contain) J 

i : Ii 

a more sober statement of the Italian case for a j, 

reduction of the Suez canal dues. These dues will have ? . 


been reduced between July 1935 and December 15th next 
from 7/6 to 5/9 per ton for vessels with cargo, from 
3/9 to 3/10£ per ton for vessels in ballast, and from 
12/4 to 5/9 per passenger. I annex a copy of a 
statement on the reduction of these dues which I have 


1 = 

Mil! 


received / 
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FROM ITALY. 


J '4286 ! 


i m 


i 16 MOV 1938 ! 


Telegram (en clair) from The Earl of Perth (Rone) 

14th November, 1958. 

D. 14th November, 1958. 

R. 16th November, 1958. 

Ho. 874 Saving. 


Yesterday’s "Popolo d 1 Italia* published an article 
entitled "The Problem of Suez" which urges the importance of 
a revision of the Sues Canal tariffs. The writer of the 
article makes it clear that it is "not the political, 
strategic position of the Canal that it is desired to modify. 
This could be considered satisfactory under the regulations 
of the Convention of 1886 which had been reiterated in the 
recent Anglo-Italian Agreements. It was the economic 
regime and specially the tariffs which urgently required 
revision and adaptation to the necessities of the countries 
principally interested in traffic through the Canal." 

There have been several articles on these lines of late 
and messages from London reported that one newspaper poster 
bore the headline "Mussolini demands Suez". 

Summary follows by post. 

Addressed to Foreign Office, repeated Cairo. 
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SUEZ CANAL IflJES 

Change a in rates of clues since 1928 


173 


Vest* let 


[4 th May 1956 


1st April 1957 


i from 15th (b) 
scomber 1953 


Motes 


francs) 


6 /0d. or 
29.25 Egyptian 
piastres 


6/ 9d. or 
23.050 Egyptian 
piastres 


francs) 


5/Qd. or 
14.525 
Egyptian 
piastres 

2/loj^L. or 
14.015 
Egyptian 
piastres 


12s. 4d. or 
50 Egyptian 
piastres 


5s • Sd. or 
23.050 
Egyptian 
piastres 


{a) Since 3th July 1955. the dues have been assessed on a sterling 
basis * 

{b} This was decided by the Company on the 5th September 1958 and 
announced in the press on the 7th September 1953. 


iiM;l r 


• i. Ml 


Yes. / 
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wnuLord Perth,. 

I IffBtffa, 

L. 1038 (266/21/38). 

Mat 16th H0V*1938« 

Nor* 1938* 

■iBgypt and Sudan* 

■ Last Paper. 
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R References. 
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Italian attitude as regards the Suez. Canal. 


Refers to Home telegram No*2?4 Saving of 14th 
November,1938,(J 4266/38/16). Transmits copies of 

a full summary of the article in the "Popolo d f Italia 
of 13th November. In this article the author does not 
touch upon an argument used by Dr .Alberto Pirallo in 
the paper presented to the Volta Conference* This 
paper suggested that a lower scale of charges would 
be in the Interest of the Suez Canal Company as 
reductions in tariffs led to increased traffic and 
profits. Quotes Dr.Pirelli’s recommendations. 

(Copy sent to Cairo). 
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Yes. 

The ** 00*31 of D r. Pirelli that users of the Suez 
JSaaAl aho ilu Participate in management in proportion 
to the profits which they bring to the Suez canal 
Company is the sort of theory evolved by Fascists or 
Nazis-to suit their own ends. However, in the present 
case it would not do the Italians very much good, as 
we should then be entitled to participate in the manage¬ 
ment of the company to the extent of 47«£ whilst the 
Italian proportion would be 16%. 

S5rd November 1958. 

It looks as if the present objective of the 
Rome-Berlin axis is that Italy should be friendly witi 
England and Germany with France - presumably with thei 
double idea of separating England and France and 
maintaining a potential enemy j&r internal propaganda 
purposes in Germany and Italy respectively. If this 
is so, the Italians may be expected to stand firm aba it 
the Suez Canal. I rather agree with Signor Pirelli’s 
statement within that the interests of our shipping 
practically cancel out the Treasury's interest in mailt- 
aiming high profits in the Suez Canal; from the F.O. 
point of view the disagreeable feature is the possible 
introduction of an Italian director, with the danger 
of his getting information about our local arrangements 
for the protection of the Canal; if, however, this has 
to come, it will have to be got round in practice however 
improper the making of distinctions between company 
directors may be in theory. 

5V 


o 

November 23rd, 1938. 
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16th November, 1958. 


Uy Lord, 


With reference to my saving telegram No. 274 of 
November 14th, I have the honour to enclose a full 

summary of the article in the "Popolo d’Italia" of November 
16th referred to therein. 

2. In this article the author does not touch upon 
an argument used by Dr. Alberto Pirelli in the paper 
presented to the Volta Conference, to which he refers. 

This paper showed that reduction© in canal tariffs had 
led to increased traffic and Increased profits, and 
suggested that for this reason a lower scale of charges 
would be in the interest of the Company Itself. For this 
reason. Dr. Pirelli said, it ougit not to be impossible to 
find a basis of understanding, that should safeguard the 
interests of all parties. Dr. Pirelli’s solution, rather 
vaguely expressed, would be ’’an understanding between the 
powers and the Canal Company, directed towards 
"assuring to the users of the Canal an equitable scale of 
reduction of tariffs in relation to the development of 
"traffic or the amount of profits, and that at the same time, 
or alternatively, there should be assured to the users a 
"participation (? in administration) proportional to the 
"profits which they bring to the Company." 

5. I have sent a copy of this despatch to His 

Majesty’s Representative at Cairo. 

I have the honour to be, with great truth and respect. 

My Lord, 

Your Lordship*s most obedient, humble Servant, 


Sight Honourable 
the Viscount Halifax, K.G., 
G.C.S.I., G.C.I.E., 
etc. etc. etc. 

. FOREIGN OFFICE. 
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“The Problem of Suez” . 

The writer, Signor Silvio Pozzani, begins by (Sawing 
attention to the fact that the question of commercial 
transport through the Suez Canal had been taken up at the 
recent Volta Congress, to which Dr* Alberto Pirelli 
submitted a long and interesting paper* well illustrated 
by figures, facts and graphs* 

2. Dr. Pirelli had explained it was natural that 
Italy should take a special interest in Suez Canal traffic 
since her occupation of Abyssinia, but it was also the fact 
that she had important traffic to the east and Both of 
Italian East Africa, and, in fact, was second only to 
Great Britain in regard to tonnage using the Canal« 

3* Signor Pozzani says it is, well that people should 
understand what Italy 1 s objectives really are in drawing 
attention to the Suez Canal question. There was no Idea of 
wishing to modify the M politlco-strategic” position of the 
Canal. This might be considered satisfactorily provided for 
by the International Convention of 1388, reaffirmed in the 
recent Anglo-Italian Agreements. But there was urgent 
necessity that the conditions should be revised and adapted 
to the necessities and possibilities of "the national 
economies most interested in the traffic through the Canal M . 

4. In other words the tariff policy hitherto adopted 
by the Canal Company might be considered with favour, and 
even with enthusiasm, by the shareholders who drew very high 
dividends; but it could not be regarded with equal pleasure 
by those using the Canal, who considered that the tariffs 
prevailing were excessively high in relation to the general 

level/ 
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level of freights- 

i 

5- Signor Pirelli draws attention to the fact that / 

■ !■ 

in 1936 expenses of administration, maintenance etc. 
amounted to 203 million francs, while the Company T s 
receipts were 988 million francs. In 1937 these expenses 
were 303 million francs and receipts were 1*454 million 
ffancs and shares of a face value of 250 francs were 
quoted at 20*000 francs paper. In 1936 a dividend of 
600 francs paper was paid, in 1938 the dividend rose to 
820. These figures were sufficient to show that the • 

Canal Company was scarcely fulfilling the function as 
"a public utility of an international character'* which it 
claimed to carry out* for the difference between expenses 
and receipts proved that the Company was giving its 
services at too high a price. In the case of public 
utility companies a State saw to it that the profit-making 
energies of companies were restrained. The Canal 
Company* on the other hand* had no superior authority 
to moderate and discipline its activities. 

6. Various causes had M to the Company* which had been 
meant to be international and "universal"* being in practice 
only Franco-British* French capitalists held over 51$ 
of the share capital and the British Government held 44^ 
i.e.» the shares of the Khedive which were bought in 1876. 

The administration was practically French, because, although 
the British Government was the largest shareholder, it had 
only ten representatives out of 32 on the Board of 
Administration. It was the French administrators who were 
the most obstinate defenders of the "particularistic* 1 policy r 
of the Company i they maintained that the exceptional divi¬ 
dends which the Company distributed were only a legitimate 
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reward for the confidence in the enterprise that had 
been shown "by French investors. They did not take into 
consideration the fact that the original capital had 
been repaid to the shareholders! in gold francs, more 
than nine times over. 

7. As regards the Company, England found herself 

in a special situation. As a shareholder, it was to 

her interest that the Company should follow the policy 

of high profits; as a sea-faring country which had the 

greatest share in the Canal traffic it was to her interest 

that the Company should adopt lower tariffs* One role 

practically balanced the other, so that Eingland had no 
direct 

great/and immediate interest in advocating a modification 
of the Canal regime, although her shipowners from time to 
time pressed the question* 

8. France, on the other hand, who had only a 
limited share in the Canal traffic, was interested in 
maintaining the present tariff. Egypt, on the contrary, 
had not succeeded in recovering her position as the 
sovereign state which granted the concession and that right 
to control of the tanffe which she might have been 
expected to exercise before she alienated her shares* 

So it was that the Company, vis-&-vie to the other states 
interested in the Canal traffic, took the position of a 
super-national body; and every attempt on the part of those 
powers to obtain the support of the Governments of France or 
of England for the modification of the tariffs, was met 
with the answer that the Canal Company was a private under¬ 
taking in which these Governments had no right to intervene* 

9* It was time that this clever game of responsibilit 
ies came to an end. Italy, who in 193E had contributed to 

the Canal Company over 175 million lire in tolls, was 

immediately/ 
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Immediately and definitely interested in a solution of the 
question* The only alternatives were these: either the 

1 

Company submitted to a policy of reasonable tariffs and 
transformed its administration into something really inter¬ 
national, or it would be necessary to secure a radical 
modification of the actual regime. All the states which took 
part in navigation through the Canal were in the same condition 

■t 1 

even England, in part* The only country which would suffer 
was France, because those who now received the greater part 
of the profits were citizens of France. 

10* In this way the problem of 3uez, from being an 
economic problem became a political problem, and joined the 
list of those questions of which the overriding interest of 
Europe as a whole counselled radical solutions at the cost 
of a sacrifice of private interests* OWing to the rigid 
discipline which Italy, in order to reach her autarkic goal, 
was imposing upon herself, the existing Suez Canal regime 
constituted a serious £±x±mduuuEE obstacle to her relations 
with her Empire, an obstacle which ought to be removed* For 
that reason the question of Suez was now placed upon the 
agenda by Fascist Italy* It would be well if those lrterested 
were to prepared themselves for rapid and necessary solutions* 
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m Si* M.P.A. Banker 
(to Sir A. 
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Confidential. 

U 24 th HOT. 1938 
md \ 26 th Hot. 

/ 1938 

J; Bgypt and Sudan 


Last Paper* 


Attitude of the Italian Government as regards the 
Suez Canal. ~ 

Transmits in original a letter dated 23rd 
November 1936 from M. Michel Homolle, the Secretary 
General of the Suez Canal Company* corering a 
memorandum containing commenta on the statements 
made in the Italian press on the subject of the 
1 Suez Canal. Draws attention to the explanation of the 
purpose for which the arguments in the note were 
submitted. Suggests that he and Sir Ian Malcolm 
should discuss the matter with Mr.Carendieh-Bentinck 
or Mr. Kelly before 6th December. Suggests that the 

memorandum should be printed,„and asks for the return 
or the original documents by 2nd December. 

T____ I I I I ■ . .. 
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Next Paper. 

& (W'+’O I 


I have taken copies of the letter from the 
Secretary General of the Sues Canal Company enclosed 
in Sir Jii.Hankey's letter. 1 submit within this jacket 
a copy of the note itfiich v,as prepared for use by the 
Prime Minister and the Secretary of State if the 

1 V 

question of Italian representation on the Board of the 
Suez Canal Corap any was discussed during their recent 
visit to Paries. I understand that this question was 
discussed in Paris last week anti that while the French 
expressed distaste at the idea of Italian representation 
.on the 3oard of tie Company no definite conclusion was 

IH 

reached. 

At any rate I presume that an undertaking by the 

i 

French Government to urge the chairman and French 

>4 

members of the Board of the Sues Canal Company that the 
^jfrext French vacancy on that Board should be given to an 
Italian national vould only foim part of a general 
Franco-Italian agreement. As regards the Italian 
request for a reduction in the dues of the Suez Canal 

Company there is one point which is not mentioned 
1G757 3/38 F.o + r. 
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in M.Homolle f s letter, i*e. that the due on passengers 
had been reduced since 1935 from 12/10^ to 5/9 per hear 




/ 


In his letter to Sir M.Hankey, M.Homolle states that 
the company do not intend to start an argument on the , 
subject of the reduction of dues nor to refute publiclj 
tB Italian assertions; however, as will be seen from 
the annexed cutting from the "Financial Times" the 
substance of the Suez Canal Company* s statement was 
published on November 24th by the "Agence Econornique 
et Financiere" in Paris. I submit that pending an 
official approach by the Italian Government we should 
remain as non-committal as possible on the subject of 
Italian representation on the Board of the Company and 
that if any mention is made to us by the Italian 
Government regarding the dues charged by the Company we 
should draw their attention to the fact that seven of 
the British directors on the Board represent shipping 
interests and are as eager as the Italian Government 
to ensure that the dues are kept as low as possible wi 
interfering with the management and development of 
the Canal or preventing the shareholders from receivini 
a proper though by no roeans high dividend. Some of 
the French directors also represent shipping interests 
and there is at present no cause for believing th»*b Vhj 


'/yC 

/yr 

QjUjC^ 


)*] 




hodt 


dues are too high. 


V. c 




November 29th, 1938. 
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MinUtiS, 


KXTHAOT FROM THE "FINANCIAL TlMESjgg 


DATED NOVEMBER 25th, 1956. 


?r\ -. 




Cutting* dated 


Financial Times ‘ \ 

S f; NOV 1535 


i SUEZ CANAL AND THE 
ITALIAN CLAIMS 

BOARD MEMBERSHIP 
FROM our own correspondent 
PARIS, 24th Nov, 

The Italian claim* in regard to the Sues 
Canal are the subject of a statement 
■ apparently inspired by the company and 

Examining the question whether anv 

sJE*i? n c,a,mB the recent weakness 

m the company * shares, the statement 
points out that Italy's demands only aimed 
at participating in the management of tBe 
KKSi! obtaining some seat* on till 1 
Hoard of Directors, and that it is hard to 
see in what way thi* would prejudice the 
future of the company, J 

CAPITAL INTEREST 
When the company's capital wag raised, i 
the statement.observes, Prance subscribed ; 

0ther countries' subscriptions 
™™ii h 3lL y * r £ t «‘*i“2 1 it was only as * 
P^it t* 1 ® then Viceroy of 

agypt in taking up the unsubscribed 
camta! that the company could be”got 
under way. This hnhfog was later St 
chased by Great Britain, yu 

.h.iVl s tatutea provide that the Board 
phall be drawn from the nations inte«£ted 
m the enterprise, but dearly this means 

S™ n f 0r wh ;s * a ^ri^th e 58ES 

r^S? ary j f . ** construction of the 

On* 

leas justified than any other nation i«SSE£ 
sidering the tariffs too heavy, For a shin 
going from Great Britain to Australia the 
Cau£t reduces the journey bv Ahnnt 
tenth, but f 9 r ships from Italy to Ethiopia 
the voyage is cut by about four-fifth! P 
,-T^. e ® * ? a 5t T 1 t™t tariffs are jprohibi- 
V **“ rapidity with which 
W Europe and the Far East 

Cana? * 3mce ' tlw cp eation of the 
The company's policy has always teen 

Sine? d 19ll W™ ’kif ,neVer 

oince lvzi they have been progressiva]? 

decreased from 8s to 6s and they will avain 

be reduced to 6s 9d on 16th DecembeXS 

the maxi^um th^^ dy muc , h ^low half 
-e^xununi the companyisegjjj^^Q 
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POS^mH B3OT8T jsy fTUBT ITALIC (KnHMkFU.QS^ *0» 3PKB 
JtWlJrATlOir OP AS STALM BiaaOTttt TO «HB SOA&B OP 

ws $mz caxm* om mc* 

W*.*.#*** 


Umi Beard of the Suez Canal Company consists of 30 directors 
of vtom 19 are W British* 8 j^pum and t Butch* Between 

1999 and 1915 there «as s Ceman 41 recto?, But after the ©ar the 
$@ra«n director see replaced toy a French cltis&n* 

£4 tve hare received no official request front the Italian 
Oovertsaeat for the appointment of an Italian national to the Board 
of the Company since 1930, in reply to the request v&loh was then 
mads, the late Oip &• Crowe terete to the Italian Ar&asitador that the 
appointment of an Italian national to the place formerly occupied 
toy a Berman on the Board of the 3«e« Canal oompnay v^aa a natter 
entirely for the directors theaoelvoe to decide and that H P ii.{K 
could not properly undertake to support any particular candidate* 

«• hare reason to believe, however, that the Italian Ooeermacnt 
are anxious that at least one Italian national should toe elected to 
the Board of the company partly far purposes of prestige end partly 
in the hope that he will toe able to obtain a reduction in the does. 
In the airing of this year air 'ffcome hoyden, one of the British 
non-official directors on the Beard of the C&s.any, was approached 
privately toy Signor Coeulleh of the Italian Coaulich line with. an 
enquiry as tc. whether it wou.16 toe opportune tor thf candidature of 
oo Italian national to toe put forward for one of the diroetorsiilps 
of the dues Canal Company that vers then vacant, dir 1'* Soyden con¬ 
sulted the chairman of the Company and replied to 3l£?iar Coeulleh 
in the negative* 

3* Italian claim# for a dlnwtorahlp on the Board of the dues 
Canal Company could toe bseed cm the fact that Italian shipping 
passing through the Canal now ranks immediately after, though a long 
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ii 


*** the British flag {in th* firat aix .nonthe of I9&a 

British tonnage passing throng the Suez Canal amounted to 
0,455,000 too** whilst Italian tannage m& 2 # 552,ooo tons) ana 
thftt the Bm* Cant* is a link ha tween Italian m*% Africa end 
Italy* consequently, Italy can show aa good a claim to representation 
on the Beard of the du©a Canal Company as the Hetlmrlands ^>s« 
tomage passing torough the Sues Canal in the first six swaths of 
1936 amounted to 1*486,000,tons. hen a Hetherland eltiaen, 

M.Anslyn, sans first elected to the Board of the (hjetpany in 18B4 
his Hi'.polntacnt wee regarded as a concession to Netherlands shipping 
interests, it is clear fw the discussions regarding the election 
of directors which took place hetween 13S4 and 1S90, that tlm 
comparative l&^por taraee of the shipping of the country to tghieh 
these nationals belong was taken into consideration} hut the Board 
of the Oempetsy regard ,to wives as entirely free to nominate who¬ 
ever they think best to vacant directorships* 

4* the Gemma Ambassador in iaris has recently twice approached 
the chaiman of the Board of the Susa Canal company «ith a requeai 
that a German nst anal $vould he elected to that Bo-ard. >$h» Marquis 
de Vogue avoided returning any definite reply to this request. 

6* After consulting the Admiralty* Treasury and Board of grade, 
our view la that u« should hold out me delay toe a&sis^ian of an 
Italian and later a Oenan to the Board of the Sues Canal corapany 
as long as possible and that whilst we Might eventually be willing 
to support a request for an Italian dl.-ec -'.or m should certainly 
hmva to co atilt both the French and Egyptian Govern*.* :<te before 
iahlifci a decision and that such consultations should not be 

initiated before a definite Itdllm request is received on this 
subject. 

d* As regards toe Italic desire for a reduction in the dtws 
of the Sues 0final Company these will hnrs been reduced between 3 

July 1965 and December l&th next froi 7/5 to 5/9 per ton fer 

vessels**... 
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*•*•*!» *Mfe «m»« V© to Q/lOfr/^br vowel* la hellaet and fm 
X»/lo$ to S /9 jwf passenger* The French directors have always been 
rather reluctant to approve reductions in the dues, while tho throe 
Wttih dff&elal aireotor* have generally a neutral 

ottitaS* a# on tho on* hand tho Treasury are anxious to see so high 
a dividend on possible received fre»i tho steak hold by la the 

dee* Canal Company whilst the Board mt Trade support the desire of 
the tritlfiS shipowners foe redhead &ue«* 

McerdlBg to mcfrnt Infaraatlofii which we have received, the 
Italian Sovemwent mp pat forward a request to the *’reneh &©v*rm«nt 
that the ^totutee of tho Company should bo altered with a Ties to 
enabling then to hare a voice Is the sttnagsiisnt# Hornally this 
could ©sly he done by a g'-ar-^al nee %tng of the shareholders* 
understand that practically no share* of the Company are held either 
in Itadty or deswany* though u report lies been received that tho 
Italian Covernaumt have recently boon trying # bay up aooe bearer 
shares* The amount %*hieh they could purchase* would, however* be 
negligible and would not ';ive then a reel voice, though. their 
idea ?say possibly be to divide the shares that they purchase into 
lots of 3&0 amongst various Italian sum inses who would attend a 
general rae^ting of the Ooapisny and would thus each have X0> v^tea 
(25 ©hares give the right to one veto, but no one oay have more than 
10 vote® either as a sbarobalcor or m i-roxy) • It Is iiallkoXy that 
this idea would prove practicable, 

Xf the Italian nowamaent approach the rreneh O-overntae nt 
.r-esfarding the 8u&» Gfetn^l Company, they v;tll probably reply that the 
Company is a eomorelsl eoaesra which happens to be registered la 
Peris and t they cannot dictate lt^ actions* Later on, however, 
if they wish to please the I tollman they flight suggest to the 
'ihftirnan of the 0*v?*ny that the nest^vftcauwy on the Board should 
be given to an Italian national* If the Italian Oovenvvmt \#ere to 
approach us, 1 tmi\& su reject that -© should reply that se are also 
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4k* 

in «n unfavourable monition an there are only 10 British a i roc tore 
whilst Britt eh Mpping accounted in 1937 for 47*26^ of the to tel 
traffic* pft« 0 ing thr»tt$i the seen Canal and owe 44/$ of the 

eharee vfcllot « farther Id, ere mderetood to he held in thie 
coyatiy* 

9* a request fpe^ the Oemati C-oeermtait would aeeta far lane 
^notified mm Oeraan »hi£*pln £5 ranked third for the firat six 
wtha of 1,958 (l*e« imetiiatelg after Italian and Just above 
Doteh shipping) and the Suez Canal Corap any does not JOrsa a link 
between CJeroany and any overaeaa poeaeeeloae* 
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Hiqhstead, i 0|Z - A 
NDgjr.- , Pains Hill. 

v* Limpsfield, 

S4 Movamber, 1C 38 

My dear Jebb, 

As Cadofan is not back yet, to save time 
I am addressing this letter to you and sendin? it 
by the hand of henry. It is possible that you 
and Bcntinck may think it worth while to have 
the enclosures reproduced in sene form as a 
preliminary step, which, would enable me to have 
them back before 1 go to Paris at the end of 
next week, you will notice also thatxi I have 
suggested that dadopan or Bentinck might possibly 
like to see me and lan Malcolm (if he has not 
left/for Paris) next reek - possibly Mednosriny. 

Your's ever 


y>. 


if -v. nr* 
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Surrey <^*- v o.sTk' tQ^C- t 

24 Noventer, 1G3? 


I enclose in the , ; ririnal l letter from M, Michel 

ilorolle, t ! o SMreti'.rv Gennrnl of the Su-s?. Onrl Coonnnv 

*■ *> > 

coven tp a Memorandum containihr commonto on the rtnt ements 
r.’Rcle in the It;.l.ian ;'r?e<3 on the subject of ti-e Sue? Canal. 

You ‘.'ill oeo that I t.im rirbe'J to forward t‘>*> l,!'':r re r> r-i 
t-'- t f■ e M•'!r■■'i on 0 'floe, and I will rav: youj*nttent ion i r. 
^articular to the l act parafraoh in winch it is stated that 
the nr foments -jp the note urn intended, not co much to enable 
His Ma j esty ’ s Govornnvent to refute J -.h p 11;> 1 ■> ;■• r> th es j s ar to 


cnnorjc to the eventual Italian clai^r "utio fir dp non—roc^voir 

/ .' 


Cateffon n i ] e. 


Pnrho or it n>nl-> hr* n.r v^ll if Im Malcolm (if he tr 


eirr'ilabiej and I could non you or C::-.v°ndict Eontincb on the 
subject ’'Ofore f-e n.nt coot 1 nr of the Due?, Canal heard on 
December 5th. 


11 e ::lner-■■ ■ <ty , IIovonbor 301’ -1 1 e i t 1 "* e r hpf^ro Tin r^yi r : y* f -i f H- 
4 r..', wot i Id ho - convent®nt day for t as I r.hoil be in Te^n in 
?ny event t but alternate vely I cnyi'M como t t —, so^e other ■-lptf, 

X 'Heve no rcerj|s here ■for reyreducing the letter and 
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1 t; 
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aenorann,,,; b„t ecorro* to »o tb,t P o, siM . y , 


you a* mav 


tMnk it. TO rtb ,M)e to put «•« into the Confidential print. 

4 

If '-o v.r e sho"l.r' like to have a Pew copleo for the Paris Office 

* nd t0 nh0V CorfH?n+ - j ^^ r one o- teo of cur college*. 

In i.n-. event. I should. he ylal to have the originals 
bh.rk not later than Friday, December 2nd. 


The lion. Sir Alexander* C ; . dor?-n 


Remanent. Un^r-Cr*rotary of Cttte 
Foreign Offire 


/Uor^ umk. 
■ CU, 
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K£} J 4451/38/16 
om sir ian 


alcolm, (Paris 


58 Commercial 
Confidential* 
30th Hoy* 1938 

}fcnd Dec: 1938 

Egypt and Sudan 


EGYPT rr.d SUDAN 


■m 



Next Paper. 


Mm 


Attitude of the Italian Government as regards the 
Suez Canal Company. --- 1 - 1 -~ 

Transmits copies of (1) letter of 10th November,1938, 
from M.Edgar-Bonnet (Suez Canal Company) to Sir M.Hankey 
asking for information with regard to any approaches 
which may have beennade by the Italian Government to Hie 
Majesty's Government on thd subject of the Suez Canal, 
(2) Note addressed to Sir M.Hankey by the Suez Canal 
Company on the questions of (a) Italian representation 
on the Board of the Company and (b) preferential 
reduction in rates in favour of Italian traffic through 
the Canal* 


(Minute#,) 


Sir Ian Malcolm's preoccupation with the $uez Canal ■( 
files both of the F.O, and of his own office Un Paris 

Ijl 

has apparently not JMMifetf. him to send us copies of all 
the relevant documents in this recent exchange of corres* 
pondence betwes^the guez canal Company and gir Maurice 
Hankey. The opening letter^enclosed within, dated the 
10th November, requests information as to the exact 
demands, if any, which have been made by the Italian 
Government to H.M.G. regarding the Suez Canal. Sir M. 
Hankey appears to have replied on the 15th November, 
though we have not received a copy of this letter* 

Finally, the Secretary-General wrote to sir M* Hankey 
again on the 23rd November, thanking him for his letter 
of the 15th November and enclosing a memorandum dealing 
i with the Italian claims, both to representation on the 
Board of the Company and to a reduction in the level of 
dues (J 4390), 

H* Homolle’a letter and enclosure are already being 
but 

printed separately/in order that our files should be 

i 

complete I would suggest that a letter might go to ^ 


16757 3 ijS F.O.P. 


Sir / 
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Sir lan Malcolm on the lines of the annexed draft. 

In view of the distribution of M. Hosiolle’s lette: 
en J 4390 I do not think the despatch within requires ; 


any distribution at all* 


/ /{/d via 


6th December 1936* 




W 
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7 - 

| Sir laa Malcolm 


lO, AVENUE D’l^NA, PARIS (IVP Ait*i) 


Tbl. t Pint 9i'84 


4451 


iC ^ 
is: S • 


CONFIDENTIAL: 

SUEZ CANAL, 
Commercial Ho. $8. 


November 30, 1938. 


Sir, 


I have the honour to enclose two communications from the 


Sues Canal Company on the subject of the recent information, true 
or otherwise, which has recently appeared in the Italian Press 
(and has been widely copied by the Press of other nations),on the 
subjects of t- 

a) . An Italian representative on the Suez Ca n a l Board, and 

b) . On the subject of a preferential reduction of rates, in 

favour of Italian traffic passing through the Ca n al* 

These documents may have reached you already from my 
colleague, Sir Maurice Hankey, to whom they were orig in a l ly 
addressed instead of to me. Nevertheless, I think it best to 
send them forward in the ordinary official way, so that they may 
appear in the Suez Canal files both of the Foreign Office and 


of my office in Paris. 


The Under-Secretary of State 
for Foreign Affairs, 

Foreign Office* 


I have the honour to be, 
Sir, 

Your obedient Servant 




Tq-s-n 


1*7 ST 3(& F.O.F. 
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Le Dlrecteur G4n£ral t 
Paris le 10 novembre 193S. 

Cber Sir Maurice, 

Vous avez certainement eu connalssance dec ’•exigences’' que 
de nombreux organes de presse, en Angleterre et ailleurs, prStent 
4 I’ltalie en ce qui eoncerne le Canal de Suez. Je ne doute pas 
que lea nmeurs ainsl rgpandues ne so lent en grande partie xan- 
taisisteej mais nous avons eu ici trop de conversations avec 
des Itallens qualifies pour douter qu’elles n'aient un certain 
ronds de v6rit£. 

II va sans dire que l’ltalie ne peut rien contre la 
Compagnie du Canal de Suez, h molne qu’elle ne soit soutenue 
par le Gouvernement britamique, et une telle nypotb&se nous 
apparalt conme exclue* Kale il nous serait extr&nement utile 
d'etre renseignds, avec autant de precision que possible, sur 
les demandes exadtes - s'il y en a • Xaites par le Gouvernement 
itallen au Gouvernement britannique concernant le Canal de Suez. 
Si vous 6tiez en mesure d’obtenir ces renseignements, vous 
rendriez k la Compagnie un trfes signal^ service dont nous vous 
serious tons recounaissants. 

J’ei eu grand plaisir, comrae Je l’aurai toujours, k 
causer 1*autre Jour avec vous de nos affaires, et Je vous prle 
de me croire, cher Sir Maurice, votre blen sinc&rement devout, 


till 
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(Sign6) 


G. Bdgar-Bonnet. 


Sir Maurice Bankey, G.C.B., G.C.H.G*, G.C.V.O. 
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Les reveodic&tions fomnil468 par la press© ltalien&e au 
eui*t du Canal de Sues ont trait* d’une part* 4 l*administration 
de la Compagnie et, d J autre part* aux tarifs de transit. II &>y 
ajoutalt, au dAfcut de I’axniAe, des demandes concernant la 
participation italiexme A la defense du Canal et au controls de 
la libertA du transit, male cette question n*a pas At A soulevAe 
depuls lore* 

Pour ce qui est de 1*administration du Canal, les Jouroaux 
Italians estiaent que leur pays devrait Stre represents ^r. g 
le Conseil d* A d min istration. I Is font etat d’un article des 
statute qui stipule que les Administrateur s seront choisis 
panai les nations "int AreasAes A l'entreprise"* xaais il ne fait 
aucun doute que, dans 1*esprit des rAd&cteurs des statuts en 
185$, il f a l ls i t entendre par 1A les nations ay ant pris des 
intArAts dans l'entreprise, c'est-A-dlre ayant fourni les 
cap it aux nAcessalres A la construction du Canal* Or, au 
moment de l 1 Amission des actions de la Coanpagnie, en 1858, gur 
un total de 400,000 actions Anises, alors que 208,000 environ 
Ataient souscriteg par la France, l’ltalie n*en prenait que 
2,719. Les autres puissances n> en prenaient d'ailleurs guAre 
davantage, contrairement au voeu de Ferdinand de Lesseps qui 
avalt rdvA de constltuer une "Compagnie universeUe”. 

Ainsi, lee capitaux frangais Ataient les seuls A accepter 
de courir les risques de I’entreprise et si, nAamoina, la 
Compagnle a pu ®tre constituAe, c'est parce que le vice—roi 
d’Egypte - faisant confiance au gAnial fondateur de la Ccunpagnie , 
accepts de prendre A sa Charge toutee les actions qui n'avaient 
pas At A souscrltes. 


ie 75T Zfl* T.O.P. 
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Si la repartition Internationale du capital s-eet trouvAe 
depuie lore modifiAe en ce qui coneerne l’Anglatarrs, il n'en 
eet pas da mkie pour l'ltalia. Autant qu’on en pent juger, 
il n'jr a 1 l'heure aotuelle entre deg mains italiecmes qu'nn 
na-br, ineignifiant d*action. da la Compagnie. Il eerait, dan. 
cas conditions, difficile de justifier, an regard da 1’AaaeoblAe 
QAnAraLs - eeule qnalifiie pour statuer A ee euj.t, et co*>oaA. 

A pan peris axctaslvement da Franjaie - la nomination d'Adminia- 
trateurs Italians. 

m aqpposant d'ailleurs qua estta nomination pui.ee se 
juetifler, la question se possrait de savoir quels seraient lee 
siAges attrituAa aux nouveau* Adminietrateurs. Lots de ^intro¬ 
duction dans Is Conseil de detuc Administrateure Agyptiens, lea 
siAges attribuAs A ceux-ci ont AtA prAlevAs qur la contingent 
franjaie, et il ne paralt guAra possible d'envieager une 
nouvelle reduction da ce contingent. 

Aussi Man, semble-t-il que la question qui prAoecupe essan- 
tielleoent 1’IUlla soit Men plus la question da. tsrifs , u . 
cm. de la participation A la geetionj et peut-Stre ne voit- 
ella dans calle-ci qu'un mejren da faciliter la succAs da sea 
voee touchant la preoi&re question. 

Lee jouraaux italiens se plaignent am&rement de la lourde 
charge que le Canal impose au counter ce entre la aStropole et eon 
empire d'Ethiopie. Ils fournissent d'ailleurs 4 cet 4gard des 
cMffres errors, quand ii s pr4tendent par example que 1'Italie - 
a foumi en 1937 1/4 des recettee de la Compagnie, alors qu'elle 

n en a foumi en r^alit4 que et en foumlra mo Ins encore en 
1938 { environ 13 %). 

Quant aux tariff on peut tout d'abord observer que l'Xtalie 
paralt moine fondle que toute autre puissance k se plaindre de 
leur elevation, car e'est bien pour le commerce entre l'Xtalie et 
1'Ethiopia que le service rendu par le Canal pr6sente le plus de 
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v&leur • 31) eo effet) la r^ctuction de la dor6e du trajet qua 

le Canal procure k un uavire se rendant d’Angleterre en Australia 
n'atteiat gu&re que 10%} cette reduction est de pins dee trols- 
qparts pour le trajet JBaples-lfassaoua} et, si les actee de 
concession de la Compagnle ne lui imposaient pas d’appliquer A 
tous les navires le n^ua tar if, il est certain que la CoBJjpagnie 
serait fondle k percevoir des droits plus 61ev4s i e second 
cas que dans le premier. 

Mais la presse ltaliexme pr4tend que les tarife du Canal 
constituent tine entrave au commerce international* II fluff it, 
aeanble-t-il, pour r4futer cette assertion de cone tat er le 
prodigieux d4veloppement qu'a pris depuis la creation da Canal 
et ^usqu’en ces derni&res ana4es, le commerce maritime entre 
1*Europe et 1*Extreme-Orient* Le tonnage pass4 au Canal en 1937 
represents 80 % de plus que celui de 1912, meilleure ann4e 
d’avant-guarre. 

Les droits de transit ne pourralent d'ailleurs constituer 
une gftne pour le commerce que s’ils grevaient dans des propor¬ 
tions appreciablea le prix des produits transport^* Or, pour 
la plupart des marchandises pour lesquelles 11 est possible de 
faire, k cat 6gard, un calcul exact, on constate que le droit de 
transit du Canal n’entre que pour 2 ou 3% dans le prix de la 
merchandise rendue k destination. Si, pour quelques rares 
produits, cette proportion s*41Ave un peu plus, c'est qu'il 
s'agit de produits pr£sentant, sous un m&me volume, une tr&a 
faible valeur. 

Sals, d’allleurs, la Compagnie n # a pas attendu que I'ltalie 
s f int4ressftt aux tarifs du Canal pour entreprendre de les alleger. 
Depuis plus de 50 ans, sa politique a 4t4 de tou Jours prof iter 
du d4veloppement du trafic pour dlmlnuer la charge que constitu¬ 
ent pour les compagnies de navigation - et, par tent, pour le 
commerce - les droits du Canal. C 1 est ainsi que depuis 1921, 
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le tarif des navires charges, exprim4 en monnaie anglalse, a 4te 
abaiss4 de 8/9 par tonne k 6/- - et cela, malgr4 la depreciation, 
surveme entre temps, de la monnaie anglaise. II va Stre encore 
abaiss4 k nouveau, le 15 d4ee®bre, et ramen£ 5/9. 

II importe de souligner que, depuie deux ans, la Compagnie a 
poursulvi sa politique d*abatesement des droits, malgr4 tin ** 
diminution de la valeur rSells de see dividends, qui est passes 
de 33.7*4.0 pour l'exercice 1935 k £.4.19.0 pour 1* exerciee 1937. 

Le tarif actuel eet d’ailieure inf4rieur de plus de molt!4 
au tarif maximum que la Compagnie seralt en droit de percevoir 
en vertu de eon acte de concession et de see accords avec le 
Gouvemement dgyptien, et qui 4quivaut actuellement k 13 ou 
14 shillings. 

On ne eauralt vraiment eoutenir, dans cee conditions, que 
la Compagnie a exploits le privilege dont elle jouit dans un 
esprit etrlctement mercantile et avec le eeul objectif de 
rlaliser, aux d4peng du commerce mondial, lea plus haute profits. 

L’examen des cours des actions de la Compagnie en fourattsalt 
- 8’ii en 4talt be so in - une nouvelle preuve. Rvalues en sterling, 
ces cours se retrouvent, en effet, aujourd'hui au niveau de 1926, 
so It k 6% seulement au-dessus de leur valeur en 1913* 

La Compagnie n’a aucune intention de s’ ^carter de sa politique 
liberals en matter e de tarlfs, * politique qui lul par alt conciller 
fiprtp une Juste harmonie les be so ins du commerce mondial et lee 
14gitimee int4r&ts des actlonnalres qui ont assum4 les rlsques 
financiers de l’entreprise, - politique qui, non seulement a 
reju 1'approbation des actlonnalres, mala semble avoir donn4 
satisfaction jusqu’ici aux nombreuses nations qui, pendant plus 
de 60 ans, ont Jou4 dans le trafic du Canal un r&le plus Important 
que celui de l'ltalie, et sp4clalement k celle qui se trouve 
€tre k la fois - et de beaucoup - le premier client et le 
premier actionnaire de la Compagnie. On volt mal a quel tihre 
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l 7 Italie qui, comm© nous l 7 avails rappel^, ne pose&de fnnura 
fraction appreciable da capital social et n’occnpe que depuis 
1935 le second rang dans Is trafic da Canal? poorralt fonauler 
plus d 7 exigences que lee autres. 

Mala - k en croire certains journanx •* il n 7 y aurait pae k 
se pr4occuper de questions de droit on de questions de forme* si 
la Compagnie ne e 7 inclinait pas, si elle n 7 acceptait pas 1 7 inter¬ 
national isation de son administration et 1 7 abaissement massif 
de ses tar if b? il n 7 y aurait qu 7 & subetituer k elle un organism© 
international groupant les Stats les plus iut6ress4s k l 7 usage du 
Canal, et qui r4partirait entre eux les b4n4fices realises au 
prorata dee sommes payees par ch&cun. 

XI n’eet pas beeoin? semble-t-il, de prendre trop au a4rieux 
des suggestions de ce genre, qui ne peuvent re£14ter que l 7 imagina 
tion de Journalistes m&l inform6s. Il suffit de rappeler que fe* 
Compagnie - society 6gyptienne - tient ses droits cosaae ses 
charges de la concession octroyde k son fond&teur par le vice-roi 
d 7 £igypte, en 1856, et que, sauf le cas oil la Compagnie ne remplir- 
ait pas les clauses de cette concession, elle ne saurait en 8tre 
d6clar4e d6chue* Quand une entreprise - due k des initiatives 
privies - a 4t4 r4alis4e par des capitalistes qui, en 4change des 
droits qui leur 4talent garantis, ont accept^ de courir certains 
risques - et l 7 histoire de la Compagnie prouve que ces risques 
n 7 6 talent n u ll ement chlm4riques - il serait, k la v4rit4» trop 
commode d 7 en d4poss6der les v4ritables proprietaires pour faire 
don de leur oeuvre k ceux k qui elle rend service. 

En la drconstance, cette d4possession serait auesi con* 
traire aux int4rSts de la puissance conc4dante que du concession- 
naire. K&ae en supposant qu 7 une part fClt faite k l’Egypte dans 
l 7 organisms international oharg4 d 1 assurer 1 7 exploitation du 
Canal, ilnest peu probable, 4tant donn4 les reductions de tarif 
auxquelles proc4derait imm4 diatement cet organisms, que l 7 Egypte 


.tr/ m y 


i^Tsr f.o.p. 













































PUBLIC RECORD OFFICE 


Fb 371/imi 



216 

retire du Canal une Somme Squivalente k celle que lui procure 
actuellement son accord avec la Compagnie ( is. 300 ,OOO), aug- 
«en«e de la somme 4 peu pri. dquivalente que vont reprieenter, 
i partir de I'annSe prochaine, lee imp3te qu'eUe percevra eur 
l 1 activity de la Compagnie. 

Novembre 1938* 


Jfy/7. 


i<>751 ifi$ F.O.P. 




./ ;l i 

i . ii I : 1 ■ I 

: ■ i ! ! 

: I ii ! 


: iii 




















































1 


PUBLIC RECORD OFFICE 


21 55T 


PUBLIC RECORD OFFICE 


ro 37Uim 2. 


?5307 


Ptease note that this copy is supplied subject to the Public Record Office’s terms and conditions and that your 
use of it may be subject to copyright restrictions. Further information Is given in the enclosed Terms and 

Conditions of supply of Public Records’ leaflet 


j 4 ■ 4 - - v,- - c 

t,Xj> ; yi 




45 W 


-* i 


138: 


Parliamentary Question. 
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Lieutenant-Commander Fletcher, — To a&k the Prime Minister, what recent oommimica- 
ti opa have taken place with the Italian Government regarding matters concerned with 
the administration of the Suez Canal; and if these will be discussed during the 
forthcoming visit to Rome* [ Tuesday December.} T 


ANSWERED ” DtC )93o 




REPLV ATTACHED. 


From articles in the Italian press and 
from various intimations received through un¬ 
official sources we have for seme time "been 
aware of the Italian Governments desire to 


1 !i f]!!: 


secure representation on the Board of the Suez 
Canal Company and also to obtain a reduction 
in the level of the dues. According to secret 


: ;■]; 1 j-r ■■■ 
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information which we have received the Italian 


Government may put forward a request to the 
French Government that the Statutes of the 
Company should he altered with a view to en¬ 
abling them to have a voice in the management, 
though normally this could only be done by a 
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general meeting of the shareholders. 

As regards the present question we should, 

I submit, reply that no 3 uch communications 
have recently taken place and that no state¬ 
ment can be made regarding the ratters to be 
discussed during the Prime Minister's visit to. 
,-iome. 

1 submit draft reply herewith in which the 
concurrence of the Board of Trade and Treasury 
should, I think, be obtained. 
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DRAFT REPLY. 

*61 Lt.Cmdr.FZetchaJ 
Tuesday* Dec. 6th. 



Wo such communications have taken place# 
fa / ^ +t *■ /"*^“ 

^as regards the second part of the questional am 

^tmable^ to make any statement -- 

matters which may "be discussed during my visit 
to Rome, 
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SUEZ CANAL. 

So. Lieut.-Cornmander Fktthsr asked 
file Prime Minister what recent communi¬ 
cations have taken'place with the Italian 
Government regarding matters concerned 
with the administration of the Sues Canal; 
and whether these will be discussed during 
the forthcoming visit to Home? 

The Prime Minister) No such communi¬ 
cations have taken place. As I have 
already said, I am not prepared to make 
any statement regarding the matters 
which may be discussed during my visit 
to Rome. 

Lieut.-Gommander Fletchers Will the 
right hon. Gentleman give an undertaking 
that he will agree to no changes in the 
a dminis tration of the Suez Canal except 
after consultation with the French Govern¬ 
ment and after debate in this House? 

The Prime Minister) I do not think 
I am called upon to give any such under¬ 
takings. It would be a natural thing to 
consult the French Government if any 
such proposals were made. 

Lieut.-Commander Fletoheri After 
debate in this House? 
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EGYPT and SUDAN 
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Position of Egypt in regard to negotiations arising 
grofli any Italian proposal concerning the Sues Canal . 

Has received note from Egyptian Minister for 
Foreign Affairs in reference to reported statement 
by Prime Minister in Parliament that His Majesty's 
Government intended to consult with French Government 
if approached by Italian Government In regard to 
modification of administration of Suez Canal. Note 
maintains that such proposals primarily interest Egypt. 
Egyptian Government claim that they should be 
associated equally with French Government in 


References. 
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According to reports that have appeared in the 


"Manchester Guardian" and "Evening Standard" Ihe 
Egyptian Minister in Berlin called yesterday on Herr 
von Ribbentrop and expressed the views of his 
Government regarding any negotiati ans that rcay take 

place PiQanilirgrtlie management and status cf the 
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Suez Canal. The "Manchester Guardian" also p exports 
that a statement to the same effect was made yesterday 
"by Mohamed Mahmoud Pasha to the Italian Minister* in Cai|*o. 

The Egyptian Government have recently shown an ever* I 
increasing desire to he associated in the management of 
the Sues Canal Company on whose board they now have two 

directors. An arrangement was concluded a couple of 

****** 

years ago by which the Canal Comp any the Egyptian 

Government £S';0,000 a year. The Egyptian Government 

have certainly no desire to see the Canal dues reduced 

/ 

to an artificial level. Wb 
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Decypher. 


No. 668. 
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Proa: EGYPT . ~ — .. 

Sir M. Lampeon, (Cairo). 

December 13th, 1938. 

D. 11.56.a.m. December 14th, 1938. 


R. 11.10. a. m. December 14th, 1938. 


-oOo 


I have just received note from Minister for Foreign 
Affairs in reference to reported statement by the Prime 
Minister in Parliament on December 6th that His Majesty's 
Government Intended to consult with the French Government if 
approached by the Italian Government in regard to modification 
' ot administration of the Suez Canal. 

2. Note maintains that any such proposals primarily 
interest Egypt as (1) the territorial power. (2) the authority 
which granted the Canal concession, and (3) ultimate successor 
to Canal Company.X Egyptian Government olaim that they should 
be associated equally with the French Government in any 
negotiations regarding any Italian proposals and hope that His 
Majesty's Government will find the opportunity to complete 
Prime Minister's statement in the sense of associating Egypt 
in such negotiations. 

5. Text of note follows by air mail; it would be helpful * 

if I might be informed of text of any statement m*d e by Prime 
Minister. 
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(j.«e9/58/ie). OUT FILE 

no m 

Code telegram to Sir M. Lajapson (Cairo)* 

Foreign Office, December 16th 1933. 3.00 p.a. 

So. 649. (R). 




Your telegram So. 668 [of 13th December. Suez Canal]. 

In reply to supplementary question on December 6th, Prime 
Minister stated that he did not think he was called upon to give 
any undertaking that he would agree to no changes in 
administration of the Suez Canal except after consultation with 
French Government and after debate in the House: the Prime Minister 
added, however, that it would be a natural thing to consult the 
French Government if any such proposals were made* 

Text was sent to you by air bag 13th December. 




10109 6/34 F.O.P. Gp, 340 
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EGYPT AND SUDAN 


German press commenta on Italian attitude as recards 


ez Cana 


ers to Berlin telegram No*606 Saving 
(H 9867/240/2)3)• Prominence has been given in several 
German newspapers to excerpts of Signor Gayda r s 
article in the " Gior%le d'Italia” demanding a 
revision of the Suez Canal Statutes* The article 
is represented as claiming a radical and speedy 
revision of the entire administration of the Canal* 
Gives the substance of an article published in the 
"Volkischer Beebachter"* 

(Repeated to Paris and Home)* 


Last Paper. 

J 4699 


(Minute) 


References. 



Next Paper, 
^46© 


Please see also J 4606 and the annexed cutting 

: l 

from the "Manchester Guardian 1 ' summarising the article 
in the "VBlkischer Beobachter” of which only a 

i. 

garbled version is contained in the telegram. 

The contention that of the receipts of the | 
Suez Canal Company serve to cover its entire cost so 

j 

that about 70^ is available as profitable 
approximately correct* The total expenses in the year 

j 

1937 amounted to 608 million francs, while the total 

receipts were 1,448 million francs. The article 

* I 

naturally fails to po$nt out, however, that since 
1936 dividends expressed in sterling have fallen from 
£6 10s. 5d. to £4 11s. 3d. and that dues have fallen 
since the 1st January, 1934, from 7/6 to 5/9 per ton. 
The argument that the statutes of the Company are 
being violated so long as the Company remains pre¬ 
dominantly Franco-British, does not, I think, bear 
examination; it would appear to be based on the fact 
that the original Act of Concession of 1854 gave H* de 
Lesseps the exclusive right to constitute and direct 


'une.... 
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"une eompagnie universelle rt and Article 2 of the statute 

subjects the aims of the Company to the clauses and 

conditions of the original Concession*y sf ^ 
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? Copy 


l to Cairo 


Chancery 


Southern department , 

MS-2FW’" 

{^ /fh 
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December 16th, 1968* 


The International spirit shown by the Italian 
Government whenever they want to get in somewhere as 
compared with their extreme nationalism in other reapeds 
is rather comic. 

As our control of the Suez Canal enables us to cut v 
off communications between Italy and East Africa immediately 
on the outbreak of war the Italian Government are naturally 
seeking for some means of preventing this. The proposal 
to internationalise the Suez Canal^is probably actuated 
by an arri&re partak e that if and when the Canal is under 
Intemational control lour r aison d 1 §tre in Egypt wil 1 
cease and then if Italy can keep some measure of cortraani, 
of the sea in the Eastern Mediterranean and in the Red Eea, 


her communications with East Africa can be maintained. 

I am preparing a memorandum on the question of ItaMan 

/k 

desiderata as regards the Suez Canal for use if required I 
by the Secretary of State when he goes to Rome next mon'h*/ 

I will annex to this memorandum a copy of the statsmmt ***.3^^ it 
prepared by the Treasury at our request showing the gradual 
reduction in the dues and in the dividend (on a sterling 


an 

/Lit* umtM 
J u4* t 

'j oC* 




basis)* 

Copies of this telegram should go to the Adpj^raltyj 
Treasury and B. of 1 'T. , _ 


ll$r 




December 16 th, 1938. 
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EXTRACT PROM "MANCHESTER GUARDIAN" 
DATED DECEMBER 15th, 1936 


Manchester Guardian 

Outtinft dated .193 

News from Abroad 


CLAIMS TO THE SUEZ CANAL 


Germany, Italy, and Japan All Should 

Have Share 


ARGUMENTS OF THE NAZI PRESS ii. ' 


From our own Correspondent 


Berun* Deczmbzr 12. 

GermanyV Backing of-' Italy^ 
Mediterranean claims is now 
extended to changes in the manage¬ 
ment of i the Suez Canal Following 
the demands of Mussolini's organ the 
“ Giomale d’ltalia H for a reduction in 
the Suez Canal dues* the official Nazi 
party organ 4t V51kischer Beobachter ” 
to-day demands representation of the 
Berlin^Rome-Tokio triangle on the 
canal's governing board. Thirty per 
cent of the receipts of the Suez Canal 
Company serve to cover its entire 
cost, the Nazi organ says, so that 
about 70 per cent is available as 
profits. 

The paper says that the Suez Canal 
is often described by the sea Powers 
concerned with it as a traffic obstacle 
and not as a sea road- With a direc¬ 
torate of 21 FYench, 10 British, and 


one Dutchman (Germany having lost 
her seat owing to the^Versaillefe Treaty 
and Italy not being represented at all) 
the Suez Canal is a Franco-British 
undertaking, and therein lies a breach 
of the company's statutes, since it is 
described as an international one. 

It cannot be legally Justified that 
Germany, Italy, and Japan are not 
represented on the board, the paper 
continues. The company's structure 
is French. Britain has undertaken 
the defence of the Suez Canal for 
political and strategic reasons. The 
present conditions need alteration. 
The concession runs to 1957, when 
the canal reverts to the Egyptian 
State- But, it goes on, time is pres* 
sing, and redress must be made with 
full guarantees for the interests of all 
States having a. large share in the 
traffic passing through the canal 

[The paper Is mistaken. The canal 
reverts to the Egyptian Government In 
November, 1968.] 
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Telegram (en clair) from Sir G. Ogilrie-Forbes, (Berlin), 
D. December 12th, 1958, 

R. December 14th, 1958. 


No. 621. SAVING. 




My telegram Ho. 606 Saying. 

Prominence is given in several newspapers today to 
excerpts of Signor Gayda’s article in the "Giomale d’Italia" 
in which he demands a revision of the Sues Canal Statute. 

The article is represented as claiming a radical and speedy 
revision of the entire administration of the Canal. 

The "Vdlkischer Beobaohter" in coament writes that the 
Sues Canal, since the conquest of Abyssinia, has become a 
main artery of the Italian Jfcnpire. It is quite natural, 
therefore, that Rome should demand that the Statute be 
adapted to the new situation. The Canal dues, which have 
to be paid in gold, are much too high - 70# of the receipts - 
and there is no justification for the exorbitant profits 
derived at the expense qf the users of the Canal, which is not 
a traffic facility, but a traffic obstruction. 

The Statutes of the Company, it is stated, contain a 
clause in which the Company is described as an international 
undertaking. Actual ly # however, the Company is Fran co-British. 
The Statutes have, therefore, been violated, and there are no 
legal or moral, grounds for preventing Germany, Italy and Japan 
from being represented on the Board. The concession expires 
in 1957, but time passes, and the position must be remedied 

in the interests of all States using the Canal. ‘ 

Addressed to Foreign Office telegram No, 621 Saying s \ 
repeated to Paris No. 250 Saving and Rome No. 57 Saving. * ** 


Saving and Rome No. 57 Saving. A 
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wosaam espies* a.w.u 
sot* 2le««*her* 19fi| v 


U 4 i tH/um} 


Seer Ouacery^ 

Tour telejpm «o*68l Baviag ot the 18th 
JtoettRi*? reporting German press cocaomt on th* 
Italian demand for a revision of the administration 
of the sues Canal Gottpany* 

It seems to us that the port! a of the 
■oraB^crar of the **V01klecher iseehaefeter* article 
contained in pefigraph 8 of your telegram reoy ye 
Inoorrset, a» according to a deep etch in the 
•ttanchaater Guardian - ,, the article eon tended that 
8$^ of the receipts of the Sues Canal Company serve 
to cover its entire coat so that awout 70% i« 
available as profits* These figures are 
approximately correct, as in 1»S7 total 
expenditure was 508*000,000 francs while total 
receipts amounted to 1*449,000*000 francs. 

Vie would mention at the seme time that 


The Chancery, 

British Dahassy* 
Berlin* 
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BRITISH EMBASSY, j i 
BERLIN. V 

December- 33 th, 1938, 


Dear Department, 


Your letter J 4604/38/16 of December 20th. 

We are sorry that owing to a drafting error which 
crept in while condensing our telegram, it was overlooked 
that the sentence in question should not read: "The 

"Canal dues, which." but: "The profits on the 

"Canal dues, which have to be paid in gold, are much too 
"high - VOf, of the receipts - and there is no justification 
"for these exorbitant profits .". 


The despatch in the "Manchester Guardian" is 


correct. 


Yours ever, 


CHANCERY. 


Egyptian Department, 
FOREIGN OFFICE. 
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SLBGRAM FROM 

jcrd Perth. Rome * 

if*. 

286 Saving 

en clair, 

teams Dec. 1938, 
Dec. 1938, 

: Egypt and Sudan. 


Last^Paper. 


References. 
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Next Paper. 


46/St 


Italian attitude as regards the Suez Canal . 

Refers to Rome telegram No.743 (S 9828/240/22) and 
Rome despatch Ho.1128 (R 9870/240/22}. Gives substance 
of article by Dr. Oayda published in the "Giornale 
"d*Italia* of the 11th December, 1938, dealing with 
the question of the Suez Canal and claiming that a 
"radical and speedy revision of the whole administrative 
regime of the Suez Canal is imperative* 1 . Dr. Gayda 
lays stress on the need.for a drastic revision of 
tariffs as well as of the administration of the 
Canal, and asserts that the problem of Suez is an 
essential part of the general problem of European 
collaboration. (Repeated to Paris.) 
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Telegram (ext olair) from The Sari of Perth (fiome)* 
D. 12 th December, 1956* 

H. 14th December, 1933. 

Ho, 286. (Saving). 


ftSi's|ai«)ia ft ii£io/a«u/3». 

My telegram No, 743 and despatch No* 1128, both of December 


After dealing with the argument that the Franco-Italian 
Agreements of January 1935 settled all outstanding matters between 
France and Italy, Gayda has gone on to publish articles discussing 
the problems which he maintains are still open* 

The first was published in the "Giomale d* Italia* of 
December 11th and dealt with the question of the Suez Canal. Th is 
question was dealt with at some length in my despatch No. 1032 of 
November 16th reporting an article founded upon the paper presented 
by Dr* Alberto Pirelli to the Convegno Volta last October# Dr. 
Gf&yda recapitulates much of the material contained in this article, 
especially with regard to the large profits of the Canal company 
and the increasing use of it by Italy in recent years, especially 
after the occupation of Abyssinia* He shows that Italian tonnage 
is second only to that of Great Britain in the use of the Canal, 
but that the company remains practically speaking under Anglo-French 
control. 

After dealing at length with the history and development of 
the Canal, Dr* G&yda claims that in the general interests of 
European civilisation and the special interests of all countries, 
for their freedom of navigation and for the legitimate needs of the 
labour and production of all countries, a "radical and speedy 
revision of the whole administrative regime of the Suez Canal is 

imperative", 
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Imperative". He says that the figures show that the company is 

responsible for “one of the most clamorous, capitalistic 

exploitations imaginable, which economic and financial justice, 

so dear to the democracies where domestic relations are concerned, 

must reject also when it comes to international relations 1 *. The 

time had come to found the administration of the Suez Canal upon 

new principles and a new basis. Italy, which tool: second place 

as regards navigation through the canal, and next to England 

paid the highest sum in tariffs, was without any compensation in 

dividends because she had not a single share. It was essential, 

therefore, to proceed to a drastic revision of tariffs, and there 

must be changes in the administration of the canal which should 

be regarded as a public utility enterprise, in which all the 

States should be interested in proportion to the contribution 

which they made to its use, with due regard to the interests 

of Egypt as sovereign Power over the territory traversed by the 

canal. In substance. Dr. Qayda continues, the administration of 

the Suez Canal ought not to be constituted by a private group of 

capitalists who over-rode the Interests of the navigation of the 

whole world, but by representatives of all the nations using the 

canal, in proportion to the extent it was used by them. He 

recalls that the President of the Board of Trade had said as long 

ago as 1871 that the canal ought to have been placed under the 

control of a European commission, so that it should be administered 

on the lines of what we call a public utility company. Dr. Gayda 

concludes that the problem of Suez is an essential part of the 

general problem of European collaboration on the basis of equality 

a 

of rights in proportion to the interests of the sevef^ nations. 

Addressed to Foreign Office, Ho. 386 Saving; 

Faria Ho. 41 Saving. 
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v [This Document fat the P roperty of His Britannic Majesty’s Government, and should be ret 

to the Foreign Office If not required for official uee.l 


Prom ITALY* 


Decypher. The Bari of Perth (Rome). 

10th December, 1936. 


D. 11.30 a. at. 
R. 2.30 p.m. 


11th December, 1936. 
11th December, 1936. 


Ho. 743. 


An article by Gayda yesterday contains what is probably 
the official justification of Italian claim on France. Argument 
stated or implied seems to be as follows: 

1. By the Treaty of London of April 1916 Italy was promised 
that if Great Britain and Prance added to their Colonial possessions 
in Africa she could claim broadly equitable compensation, particularly 
as regards frontier of her Colonies. See Article XIII of the 
Treaty. His Majesty's Government liquidated their liabilities in 
this respect in 1925 by the transfer of part of Jubaland, and the 
Egyptian Government by the cession of the oasis of Jagbrub. 

2. Under the Mussolini-Laval Agreements of 1935 Italy 
accepted inadequate territorial compensation, because she was 
granted by France simultaneously free hand in Ethiopia. 

3. The latter condition was never fulfilled by France 
(imposition of sanctions etc.). 

4. Effect was to be given to 1955 agreements by the exchange 
of ratifications and by the simultaneous signing of a special 
arrangement about Tunis. Neither of these have materialised. 

5. Italy is therefore not bound by the 1935 agreements either 
morally or juridically. 

6. Consequently her claim against the Treaty position remains 
unsatisfied. 

Full summary of the Article included in the despatch which 
follows by post. 
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No»1519 * 

(J 4612/38/16) 


Sir* 


FOREIGN OFFICE/ S.W.l. 


OUT FILE 


15th December, 1938* 


The Egyptian Ambassador called here on the 
13th December in order to raise with His Majesty’s 
Government the question of Italian and other claims 
relating to the control of the Sues Canal, 

2, Nashat Pasha stated that he had been 
instructed to emphasise that his government were 
among the first to be entitled to consultation if 
any change were contemplated in the administration 
of the Canal, In the first place, Egypt exercised 
sovereignty over the territory through which the 
Canal ran, and, in the second place, the Canal itself 
would in a number of years revert to the Egyptian 
Government in full ownership. From the latter point 
of view the Egyptian Government were considerably 
interested in the question of the Canal dues* In 
particular the Ambassador protested strongly against 
the propaganda which was beginning to be disseminated 
for the internationalisation of the Canal, His 
Excellency said that there was no more reason to 
internationalise the Sues Canal than the Kiel Canal, 
which gave access to the Baltic where there were a 
number of riparian States, 

Z* Sir Alexander Cadogan informed the 
Ambassador that His Majesty's Government had naturally 
noted the propaganda which was being put about in regard 


'His Excellency 

Sir Miles Lampson, 0,0.M.G., C*B,, 
etc., etc., etc,, 

Cairo, 
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to the Canal, "but that His Majesty’s Government at 
least had received no representation from any foreign 
government on the subject* He assured the Pasha that 
His Majesty's Government were fully mindful of the 
Egyptian Government’s interest in the matter and 
promised to inform me of His Excellency's remarks* 

4* Copies of this despatch are being sent to 
His Majesty's Embassies at Paris, Berlin and Home* 

I am, with great truth and respect. 

Sir, 

Your Excellency's obedient Servant, 

(For the Secretary of State) 

(Sd.) V. CAVENDISH BENTtNCK 
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Egyptian reaotlons to Italian claims with regard to the 
Suez Canal. — 

Refers to Foreign Office telegram No, 56 Saving of 
7th December, 1938 (J 4463/V’3/167* Describes Egyptian 
reactions to the recent articles in the Italian press 
putting forward Italian claims to representation on the 
Board of the Suez Canal Company and to large reduction 
of dues. Claims voiced in Italian press have received 
hostile reception and fear la expressed that Great 
Britain and France may make a deal with Italy as regarde 
the sues Canal at Egypt’s expenses. Refers to Cal to 
telegram No. 668 of 15th December* 1938 (J 4599/38/16) 
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HO DISTRIBUTION . 

Decypher* Sir Mr Lampson (Cairo). 

16th December, 1938. 

D. 12,32 p.m. 16th December, 1938. 

R. 12.10 p.nu 16th December, 1938. 

No. 674. 

liC 

■p t 1 T 1 t *P 

Your telegram No. 56 saving. T i^ ^J ) (, 

Main Egyptian reactions are that:- 

(i) Egypt is principal interested party as territorial 
sovereign - whatever foreign countries may be interested in 
the Canal for transit of its ships. 

(ii) Any international regulation of dues now would 
prejudice Egypt's financial interests when the Canal reverts 
to Egypt. 

(iii) Italian insistence on the international character 
of the Canal might lead to some form of internationalisation 
which would affect Egyptb sovereign rights. 

In view of the above considerations claims voiced in . 
Italian press have received hostile reception and fear is 
expressed that Great Britain and France may in order to 
appease Italy make a deal with her over the Canal at Egypt's 
expense. See also ny telegram No. 668. 

Despatch on the whole question will follow by Air Mail. 
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Le Calre 1© XI Dicoftr©, 1938 


Minister© 
dee 

Affaires Stranger©®. 

direction des Affaires 
Relltlques ©t Ooraraerctales. 

Relations Politicoes« 

Ho. 38-11/19* <384), 

Monsieur l'Ambaseadeor* 

An ccurs de Xa stance de la Charibre des Cenuranes de 6 
courant 

dtcsmbrs/, Monsieur le Premier Klnlstre a fait part de 1* Intention 
du Gouverneoent Britannique de consul ter le Couvemeraent Prang ale 
dans l'6ventuallt6 o& 11 seralt salsl de propositions ltallennes 
tend ant & ap porter dee modifications dans X* administration du Canal 
de Buss. 

Ces propositions int6ressent l 1 Egypt© su premier chef en sa 
quality de Puissance territorial©, d’autorlti ayant accordl Xa 
concession du Canal et de euceeeseur de la Caapagnie du canal & 
Inspiration de la concession, 

J*al done l'homneur de vous prler de blen voulolr porter 
k la connalssavtce de votre Bottvernsment que le Qouvernanent Egyptien 
eetlme devoir Stre assoc16 an aouverncment Prengals dans cette 
question de associations au cas od des propositions ltallennes 
touchant le Canal de Buss seralent prdsentdes et qu’ll espdre que 
le Couvemmnent Britainique voudra blen trouver 1’occasion de 
completer sa preml&re declaration dans le sens do l 1 association de 
I'Bgypte dans lea dltee ndgoclatlons, 

J© salsls cette occasion pour vous rertouveler, Monsieur 
1* Ambassadeur» lea assurances de ms trie haute consideration 

LB MINISTRE DBS AFPAIHSS STEAMERS8, 

(signed) A* Yehla* 

Excellence 
Sir Miles Wedderbum Lsmpson, 
d.C.If.O., C.B., 

Ambassadeur Extraordinaire et 
Pllnlpotent1sire 

de 8a Majesty Brit ami que. 
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CAIRO* 

13th Becaeber, 


Tour Bxeallefwgr, 

X have the honour to ae&tceiedg* the receipt 
of Year Excellency** note ire, 864 (38-41/is) of 11th 
tmcmfcvr regarding the poaltion of ’gypt In relation 
to poeelhle Italian proposals for Modifications in 
the sdnlnl stra ti on of the Sees canal* 

8, I hasten to inform Tear Excellency that the 
contents of your note here been at once transmitted to 
Hie Majesty’ ■ Principal Aacretary of Ptate for Foreign 
Affaire. so far *a I a» aware, no proposal# have In 
fact been made to thy Cforernoent by the Italian tfovemsent* 

I BTail myeelf of this op^rtmnity to renew to 
Your excellency the assurance of wy very high eoneldermtiGta* 
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Minister for foreign Affair** 
Cairo* 
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„ }4638/38/16. 

„ SAV FROM 

fa. Phipps, Pari s . 

25 Saving 
(en clair) 

] 18th Dec. 1938 

}l9th Dec. 1931 
t and Sudan. 


French press comments on Italian claims with regard 
to the Suez Canal . " " 

Summarises leading article in the semi-official "Temps" 
of 18th December criticising Italian claims with regard 
to the Suea Canal. The article asBerts that it has 
proved impracticable to administer the Canal on an 
international basis, and emphasizes that it owes its 
existence to French enterprise and capital.With 
reference to the Question cf Italy's communications 
with £ast African possessions the article points out 
that the Canal must remain open to ships of all nations 

Y ar ftn? 3:ie r.f irti fi le J , ma K J . lje a reoly to the 
i n § article in "The Times? of 17 th December, which 
^o S Horii.$5. ^ a painful impression in France. (Copy sent 


Last Paper. 
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Copies of this telegram were sent yesterday 
to the Treasury, Board of Trade and Admiralty. 

7L* 

0k article in the "Temps” of the 18th December 
is strongly critical of Italian claims with regard to 
the Suez Canal. The only new point is that Italian 
tonnage in 1936, the most favourable year for the 
Italian thesis, only amounted to 19$ and has since 
steadily declined being only 12$ for tine last October. 


S outhern^pa rtraent. 
C.4^<sA* OkX_ , 

u^r 


IsliJL-k 


'ri 


December Both, 1938. 
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I annex the 'Times' article of December 17th i 

mentioned by sir Brie Phipps in the last paragraph of 
this telegram. It is not the first time, nor will it 
I fear be the last, that a 'Times* leading article has 
created a painful impression in Paris. It is unfor¬ 
tunate that greater importance is attributed abroad to 
the 'Times' than either its circulation or the opinions 
expressed therein warrant. It is typical of the 'Times 1 
to set out In extenso the Italian allegations regarding 

W 9/J7 V.O.P. , 


Jibuti / 
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Jibuti and the Jibuti - Addie Ababa Hallway with only 
a statement that n these charges are no doubt exaggerated* 1 
in favour of the French. 


gOth December 1938. 
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Extract from the ’Times* of 17th December 1938. 


• ITALIAN CLAIMS 

i The article from out Paris Correspondent on 
this page supplies the necessary background 
against which the Italian claim for Tunisia has 
to be considered* As it clearly demonstrates* 
that strategically most important part of North 
Africa is no new point of friction between 
the two great Mediterranean countries* The 
Tunisian dispute has waxed and waned in 
acerbity in accordance with variations in their 
general relationship* Fifty-seven years ago 
■France seized Tunisia, though at that time the 
'French colonists were a mere handful compared 
with the Italians* This forestalling of Italian 
intention* ha* always rankled in Italy, which is 
much nearer to Tunis than any other European 
State; but twice subsequently, at times when 
she has been heavily engaged in Abyssinia, Italy 
had appeared to acquiesce finally in the French 
occupation.' Now, flushed by successes else¬ 
where, the Fascist regime ha* renewed the claim 
in spectacular but unofficial manner* M* 
Bonnet told the Foreign Affairs Committee of 
the French Chamber on Wednesday that no 
formal demand for (he cession of any territory 
had been made by the Italian Government—at 
the same time making it clear that none would 
be entertained; and Mil Chamberlain almost 
at the same moment announced in the House 
of Commons that in the British Government's 
view the undertaking to respect the status quo 
in the Mediterranean, embodied in the An glo¬ 
ttal iaii Agreement, did certainly apply to Tunis* 
The conclusion is therefore plain that, what* 
ever aspirations may be entertained by Italy 
jn respect of her nationals ini Tunis, no territorial 
change can be regarded as seriously in question* 
Nor were the manner and the moment well 
chosen to support even arguable demands/ 
Stage-managed demonstrations are not the way 
to impress a proud Imperial country like 
France, and her resentment is naturally the 
greater because the newspaper articles accom¬ 
panying and following the Roman demonstra¬ 
tion showed that it had been timed to coincide 
with the threatened general strike in France— 
which was being sedulously proclaimed in Italy 
lb. be a sign of French decadence. The 
Jtalian design entirely defeated its object, for 
‘(here can be little doubt that the external 
menace helped M. Dalather to overcome his 
internal difficulties* And from the British point 
of view thq Italian move has seemed no less 
, ill-timed, for it contradicts both the letter and 
\ the spirit of the Agreement finally concluded 
just a fortnight before* 


It is permissible also to doubt whether the] 
moment chosen was really opportune from the 
Italian point of view* ■ An immense tract of 
African country farther south has only recentfjJ 
been acquired and is as, yet neither fully 
; organized nor even fully absorbed. It id 
involving heavy cost in men and money every] 
month, and it must be many years before Italy] 
can hope to derive material benefit from this 
addition to her colonial empire. The figure^ 
which were published on Wednesday show tharf 
j the national exchequer is faced with a deficit 
; of approximately £54,000,000 on a tota i 
. Budget of about £300,000,000. This perioq 
h of strain in Abyssinia and financial stringency; 
seems hardly the moment for a new 
diplomatic campaign* employing the usual 
resources of totalitarian diplomacy, A large 
: increase of expenditure on the fighting 
vices is planned for next year, and it is 
difficult to see how the money is going to be; 
found. The decision is all the more remarkable 
J since no sort of suspicion can be entertained that; 
r any country in the world has aggressive designsj 
; against Italy or the Italian Empire. Rome is? 
bound by its axis to the Reich; a treaty has! 
just been signed with Great Britain; France! 
has expressed her desire to conclude a simitar 
agreement; Spain is obviously in no state to 
attack anybody. If in these circumstances Italy; 
raises cries ip r Tunisia, Corsica, and Nice, and 
| simultaneously plunges deeper into debt in order 
| to expand her rearmament,, it seems almost 
| justifiable to appeal from the Mussolini of 
j to-day to the Mussolini of before the War, In 
■ those days he vigorously opposed the Italian 
Government which embarked on war in 
Tripoli, because, as he is recorded to have said, 
he preferred that Italy should be “well culti- 
“ vated, rich, and free/* Far more to-day than 
at that time does it seem to impartial observers 
that the people, not of Italy alone but of every 
| country in Europe, need the chance of cultivate 
mg their resources in quiet, of building up 
^prosperity, of recovering or maintaining their 
.freedom* A policy of adventure has its 
1 attraction for a time, but it palls on a prudent 
nation* 

Some of the other Italian claims are so 
^fantastic that they also can hardly have been 
seriously meant; and the fact that they have 
ail been raised together in so strident a fashion 
has tended to drown the voice of reason in deal- 
ing with one or two more legitimate grievances. 
The Suez Canal* for example, constructed by 
French capital and therefore directed by a pre¬ 
ponderance of French business men, has become 
a vital artery between Italy and her largest 
colony* She is now the second largest user 
of it—though Italian traffic through the Canal 
is still only 16 per cent, as against the British 
fraction of 47 per cent, of the whole—but 
neither her Government nor her nationals have 
any voice in its management The dues are 
high—though they have just again been slightly 
lowered; the profit* are large; and Italy* a great 


contributor, draw* nothing out, though she has 
the advantage shared by all of its extremely 
efficient administration. There is in fact an 
arguable case for her representation on the 
board* Again, in the matter of Jibuti, the 
general position has been completely altered 
by the Italian acquisition of Abyssinia, 
which has now been recognized by all the 
European Powers with interests in Africa. 
The position of French. Somaliland, where 
the railway from Addis Ababa reaches the 
sea, leaves the Italians with no share in 
the control over the only railway in' Abys¬ 
sinia, of which they are now of course by 
far the greatest users. The port of Jibuti 
according to Italian critics, is badly manage* 
and inadequately equipped for the volume ot 
trade which passes through it to-day. The Italian 
demand for a free zone ha $ been refused, and 
the French dues are ruinous. The rolling stockx 
too—according to the Italian argument'—is out 
of date, and all attempts by Italy to gain some 
share in its management are rebuffed. Accord¬ 
ing to these critics, indeed* the French manage¬ 
ment takes full advantage of its monopoly and, 
instead of making Jibuti an instrument for 
collaboration with the Italian Empire, uses its 
controlling position to obstruct Italian develop¬ 
ment* These charges are no doubt exaggeralip, 
but there U certainly room for a new working 
agreement to settle the differences which h av * 
arisen and to meet new needs* One cardinal I 
rule in dealing with claims of this kind i$.,T* 
separate legitimate objections to the status W 
from mere hectoring demands for territory 
aggrandisement* In Africa particularly/ when 
the future of great native popuJations is con¬ 
cerned, the case for resisting such demands will 
be enormously strengthened if questions like 
those of the Suez Canal dues and the Jibnij 
ptilway are frankly faced and discussed* 

F 
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Telegram (en clair) fro* Sir B* Phipps (Paris). 

December 16th 1958. 

December 18th 1958. 

^ December 19th 1958. 

Ho. 895. Saving. 


In a leading article, the seal-official "leaps" of 
December 18th criticises the Italian claims with regard to the 
&e£ Banal. Although these cl a 1ms have been made as part of 
the present Italian press campaign against France, the article \ 

states, the question of the Sues Canal cannot be settled by ! 

agreement between France and Italy, any more than between Italy | 
and Great Britain, since its settlement depends in the end m 
Egypt, to whom the Canal will revert in 1968, and who, it is 
blear, is apprehensive of Italy's designs to dispossess her by 
radically altering the nature of the undertaking, it is true 
that Lesseps originally conceived of the Canal on an international 
basis, but this proved impracticable. In effect it was France 
who provided almost all the necessary capital, and France still 
holds the majority of the shares, canal, therefore, without j 
the existence of which the new Italian Empire in Bast Africa 
could never have been formed, actually exists thanks to French 
genius, Freabh labour and, to a large extent, French Sapit&l; 
and it cannot be admitted for a moment that it should be taken ■ 

out of the hands of those who accepted all the risks inherent 
in the undertaking. As regards the Italian claim that Italy | 

accounts 
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accounts for one quarter of the tonnage passing through the 
Canal, this is an exaggeration, Italian tonnage in 1958, the most 
favourable year for the Italian thesis, only amounted to 19$, and 
it has since steadily declined, being only 12£ for last October, 
Italy also complains of the Canal dues; but for the last half 
century the policy of the Suez canal Company has always been to 
profit by the increase of traffic to diminish the dues, and the 
actual rate charged is less than half of what the Company is 
entitled to charge in accordance with the terms of the Concession 
and of the agreements with rigypt. Moreover, Great Britain, who 
accounts for more tonnage than any other States, has always 
recognised that the Company's constant endeavour has been to 
reconcile the requirements of commerce with the legitimate 
interests of the capital involved in the under'talcing* 

In reply to the Italian argument that, on account of the 
importance of Italian tonnage, there should be m Italian member 
on the Board, the article declares that it cannot be seriously 
maintained that those mho use the Canrl, which was in any case 
constructed for all to use, should prevail against those who are 
responsible for its construction, who have run all the risks, end 
who enjoy indisputable rights of property, management and control. 

Finally, as regards the argument that Italy must ensure her 
ooamunio&tions with her Sast African possessions, this, the 
"Temps'* states, is of no weight in practice, since it is 
established by agreement that even in time of war the Suez Canal 
mist remain open to the free passage of the ships of all 
nations. 

The article may perhaps be & reply to the leading article 
in "Die Times" of December 17th, which has, I understand, 
created a painful impression here. 

Copy sent to Rome, 



The / 
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Sir M.LampSon 



05 (7/64/38) 
nfidential 
9th Dec.1938. 

Dec*1938. 

gypt and Sudan. 


Italian activities in S 


It is reported that Count Mazzolini, Italian Minister, 
is to be transferred from Egypt in March, 1939; and 
that Baron Ow Wachendorf, German Minister, is likely to 
be transferred shortly. It is further reported that 
Signor ugo Dadone jWho has visited Germany, will shortly 
be transferred to Italy; .and that Cairo office of 
"Agence d'Egypte et d^rlent* will be closed and its 
work undertaken by Signor Samboni and Signor Lorato. 

Ihe Circolo Koine in Cairo will be reopened as *Circolo 
Fasciata Itaiiano' 1 . Describes position as regards 
return to Italy of Italiansresident in Egypt. 
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The manner in which the Germans have taken ove 
from the Italians with the assistance of the latter* 
the task of carrying out anti-British propaganda in 
the Near East is not a good omen for the future of 
the policy of 'appeasement' and shows a very 
different spirit on the part of the Italians from 
that which they displayed at the time of the 
signature of the Anglo-Italian Agreement in April 
last. However, I expect that the Germans will be 
more clumsy in their propaganda than the Italians, 


which is some consolation. 
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SSnd December 1958. 
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No*1505* 

(7 /64/58) 
COSPIDflmAL* 


ijL . "^r 


BRITISH EMBASSY, 
CAIRO* 


9th December, 


My Lord, ^ 

, I have the honour to inform Your Lordehip that 1 

have received recently a number of police reports contain¬ 
ing items of news regarding the Italians in Egypt. Whilst 
I have been unable so far to confirm them I am transmitting 
herewith their substance for Your Lordship’s information. 

S* It is reported that Count Mazzolini, the Italian 
Minister, is to be transferred from Egypt in March 1959, 
but hia successor has not yet been definitely nominated. 

It is not known whether this reported transfer is due to 
any failure on the part of Count Mazzolini to carry out his 
duties satisfactorily but it is interesting to note that 
it is reported from a different source that the Baron Ow 
Waehendorf, the German Minister, is likely also to be 
transferred shortly because he has not proved sufficiently 
active in promoting German propaganda. 

5. It is further reported that Signor 3go Dadone, 
Director of the Agence d’Egypte et d’Orient office in 
Cairo» will be shortly transferred to Italy-. The Agence 
d’Egypte et d*Orient office in Cairo, the report states, 
will be closed and the work previously done by it will be 
undertaken by Signor Zaniboni, the Head of the Stefani 
Agency here, assisted by Signor Lorato of the Giornale 
d’Oriente. 

4. Signor Dadone left Egypt recently for Rome and 
proceeded to Germany, Where he may have been arranging 
for the transfer of anti-British propaganda from the 
Italians to the Germans* Signor Dadone would, with all 
the information he has been able to collect in the Near 
East, no doubt be regarded at Italian Headquarters in Rome 
as an expert on anti-British ‘propaganda* 

The Right Honourable / 5 . 

Viscount Halifax* K.G., P-C-, G.C.S.I*, G.C.I.E., 
tie C* , &C« , &<2. 


JT 
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5. It has 'been decided, according to another report, 
to close the Circolo Roma in Cairo and to reopen it under t 
the name of the Circolo Fascista Italiano, whose members 
must he pure Italians and staunch Fascists. It is under- 
stood that the reason for the closing of the Circolo Roma 
was the prejudice against Jewish members and the consequent 
withdrawal of the latter which had placed the club in a 

precarious financial position. 

6, As a result of the recent Decree issued by the 
Italian Government for the repatriation of Italians abroad, 
a committee has recently been formed in Egypt to encourage 
the return to Italy of Italians living in Egypt* Its 
activities have led to a meagre response, only a few 
families of the poorer and out of work class Italians 
availing themselves of the opportunity offered. It is 
reported further from Fort Said that the Italian Consul 
there called up 50 unemployed Italians and offered them 
repatriation and work in Italy at 30 lira a day. This 
they refused; whereupon the Consul informed them they 
could expect no further relief locally. It is stated 
that the Italian authorities may approach the Egyptian 
Government with a view to arranging the deportation of 

these men. 

I have the honour to be, 

With the highest respect, 

My Lord, 

Tour Lordship’s most obedient, humble Servant. 





(f 
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Italian claims with regard to Sugg Canal . 

Submits obeervatlone on campaign in Italian press 
regarding Suez Canal, and discusses the esse Tor 
reduction of Canal dues. Egypt is likely tojreslst 
substantial reductions, and presumably French 
Government will support attitude of French directors 
of Canal Company and agreement with French Government 
is therefore essential* Comments on Italian claim for 
representation on Board of Company,and submits that 
this question must be governed so far as His Majesty's 
Government are concerned by defence considerations. 
Reports conversation with Vice-Chairman of Company* 

Asks to be consulted in any discussions regarding 
Suez Canal* 

(Minutes.) 

Sir M.Lanpaon deals with the Italian claims for 
(a) a reduction in dues aid (b) representation on the 
Board of the Suez Canal Company* 

Sir M.Lampson considers that if (a) could be 
isolated and considered on Its merits as a purely 
commercial question, there would be much to be said 
for meeting the Italian claim promptly; there are, 
however, serious political difficulties arising 
from the fact that no effective action can be taken 
without the prior agreement of the French Government 
and moreover a policy of further reduction in dues 
would probably be unwelcome to the Egyptlan Government 
IWs tending to prejudice their position viien Ihe ex¬ 
isting concession of the Suez Canal Company comes to 
an end in 1963. 

As regards (b) the Ambassador considers that the 
Italian case may seem to have some prima facie 
justification in view of the extent t& which Italian 
shipping uses the Canal and particularly if the 
Italian demand were limited (as may be the case at 
first) to the appointment of a single director. 
However, Sir M.Lampson'e strong view remains that the 
admission of the Italian claim would be hi^ily 
dangerous not only on -the ground of defence 

14169 ti/36 'F*0**‘, 
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considerations, but also because It would almost certai: 
lead to a German and perhaps a Japanese demand for rep¬ 
resentation and thereafter to demands for representation 
in proportion to the use made of the Canal and so eventually 
to complete internationalisation* in para. .10 Sir M. 

Lampson raises a point already raised by Mr.Cavendish- 
Bentinck that the internationalisation of the Canal mi$it 
have the ultimate result of removing from Great Britain 
the effective physical control over the Canal which has 
hitherto been the main object of our presence in Egypt 
and the continuance of which seems vital to our position 
in the Mediterranean and the Near East. 

Sir M.Lampson has recently been informed by the Vic< 
Chairman of the Company that he was absolutely opposed, 
in the present political situation, to the inclusion 
of an Italian director. 

Sir M.Lampson warns us that in his view the present 
Italian campaign for the reduction of dues andjfftalian 
representation veils a much more serious objective and 
is part of a general movement to create dissension 
and td undermine our whole position In regard to this 
vital link in our Imperial communications. At the same 
time H.E. begs that lie may be afforded an opportunity 
to comment on any proposals which may be made by the 
Italian Government before H.M.G. in any way commit them= 
to them. ✓ . 

Copy Board of E^ade, Admiralty and Treasury. 

| 4 



n u*. 


'T* a t. 


December 21st, 1938. 
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In bis despatch Ho. 1324 of December 16th 
(J 4685 - flag A), Sir M.Lampson expressed the 
hope that the desirability of keeping the 
Egyptian Government informed of developments in 
connexion with the Italian claims to repres¬ 
entation on the hoard of the Suez Canal Co. 
and a reduction of dues would be borne in mind* 
The Egyptians are perturbed lest the French 
and ourselves should do a deal with the Italians 
over the Sues Canal which would prejudice their 
Interests as the territorial Power concerned and 
as the Power to whom the Canal will eventually 
revert. I therefore think that we should in¬ 
struct Sir M.Lampson to communicate to the 
Egyptian Prime Minister in strict confidence 
the line which the Prime Minister and Secretary 
of State intend to adopt when in Rome regarding 
the Italian claims in connexion with the Suez 
Canal Co. During the last crisis we communicated 
confidential information to the Prime Minister 
and our confidence was alway ^n fca ojv&d . Moreover 
1 think that so far as the Suez Canal is con¬ 
cerned there is a moral obligation on us to 
communicate to Egypt as much as we tell the French 
in vie?; of her position as our ally and the 
territorial Power concerned. For convenience of 
reference I annex a copy of the telegram sent to 
Paris yesterday (flag B). 



January 7th, 1939, 


?/ 
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T o FRANCE . 

Telegram (en clair) to Sir E, Phipps, (Paris). 

^ i 

Foreign Office, 6th January, 1939, 7.30 p.m. < 

No. 5 Saving. 

0 : 0 : 0:0 

j | 

You should make the following communication to the 1 

l 

French Government on Monday, January 9th, but not before that ! 

date;** : , 

?t 2. The statement in paragraphs 4-7 of this telegram 
represents the attitude which the Prime Minister and myself 

i i 

will adopt on the questions affecting Franco-Italian relations i! 
which appear likely to be raised during the forthcoming 
conversations in Home. 

3. It is of course impossible to say beforehand what 

sort of atmosphere will be found to prevail during conversa- | 

i 

tions* It is not therefore certain that the observations ;■ j 

which follow cover the whole ground or that it will prove 

i. j 

necessary to make all the points suggested. Some latitude : !' 

will be necessary, but it can be taken that there will he 1 i 

b 'i I 

no substantive departure from the attitude outlined in ' 

, >■' 

ensuing paragraphs. .j 

[ i 

4. The Prime Minister proposes to refer to the recent ' j 

agitation in Italy for concessions at the expense of France, j 

and to express his gratification at the assurances of the ! 

„ i i 

Italian Government that they neither endorse nor countenance 

| 

this agitation, because of course it would imply a policy ■ 

totally at variance with the Anglo-Italian Agreement, and 

. -i 

could only render fruitless the Prime Minister's attempt ‘j 

j 

to achieve international cooperation in the cause of peace i 

| 

and progress, j 


5 . 
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5. The Prime Minister would say that His Majesty's Govern¬ 
ment are naturally anxious to see Pranco-Italian relations based 
on a fine and stable foundation. He is pussled by the Italian 
rejection of the 1955 Agreement, more especially because, 
according to his information, as recently as the first interview 
which Me Frangois-Poncet had in’Rome, the latter was assured 
that there were no difficulties between the two countries other 
than the Spanish problem* He is unaware what has occurred since 
to alter this situation, and he fears that the rejection of the 
1935 basis makes the re-opening of negotiations difficult, if 
not impossible* 

6- If pressed by the Italians to give the views of His 
Majesty’s Government on various specific claims, the Prime 
Minister would say that as regards Jibuti and the status of 
Italian nationals in Tunis, these were matters which solely 
concerned the Italian and French Governments; as regards the 
Suez Canal, however, the Prime Minister would point out that 
the Canal Company was governed by a Board of Directors of 
which the large majority was French, and on which the British 
Government had only three official representatives, and by 
share-holders of whom again the vast majority were French. 

In these circumstances, it was to be expected in the present 
temper prevailing in France in consequence of the recent 
agitation in Italy that, if the question of an Italian seat 
on the Board were raised at this moment, it would fail to 
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3. 

secure general support and consequently the Prime Minister feared 
that, until there was an improvement in Italo-Prench relations 
no useful purpose would be served by bringing forward any 
definite request* 

7. as regards the general question of British mediation 
between France and Italy, if and when negotiations were started 
between the two Governments, His Majesty's Government would be 
prepared to consult with the French Government as to whether at 
any stage their (His Majesty's Government's) collaboration 
could be of use in bringing the negotiations to a successful 
conclusion, The Prime Minister would make it clear that he has 
no brief to speak for the French Government, and he would add, 
again* that this is probably largely due to the mood induced 
in France by the recent agitation in Italy.” 
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No.1324. 

BRITISH EMBASSY! 61 

(140/74/38) 

CAIRO. 


Copy sent Toy air mail. 
Copy sent to Rome * 


16th December, 1938. 


/? 

/ 

i*i 

My Lord, 

\ 

The present campaign in the Italian press regarding 
the Sues Canal foreshadows the raising of this question 
daring the visit which the Prime Minister and Your 
Lordship will pay to Borne in January next* 

2. The campaign is assuming formidable proportions 
and, though apparently linked with Italian demands 
regarding Tunisia and Jiboutl, is in itself the more 
effective because of its apparent moderation* It contains 
for instance, so far as I am aware, no claim such as was 
tentatively put forward in the press in 1937 that the 
growth of the Italian Empire in East Africa entitled her to 
participate in the defence of the Suez Canal* The aim of 
the present campaign is ostensibly non-political and 
non-strategic, and Is directed chiefly towards a reduction 
of the Canal dues. I notice, however, that while the main 
emphasis is laid on this point, there is, in all the 
Italian press references published here, a tentative 
suggestion as to the desirability of the internationali¬ 
zation of the Company or,at all events, of Italian 
representation on its Board. 

3* The question of the dues is highly technical, and 
I am not competent to judge whether the present reduced 
tariff be- E/9d. per ton is unreasonably high. Certainly, 
the Italian claim for a reduction may be expected to find 
an echo in British shipping circles, and the reduction of 


/the 

The Right Honourable 
Viscount Halifax, 

K.Q., R.C., G.C.S.I., G.C.I.E., 
etc., etc., etc. 
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the dues was laid down in Your Lordship's secret despatch No* 
263 (j 656/73/16) of the 5th March last as one of the deel- 
rata of His Majesty's Government* i am told that even the 
present reduced rate compares unfavourably with that of the 
panama Canal, though differing standards of tonnage measure¬ 
ment coupled with differing problems of upkeep, to say 
nothing of exchange complications, make an exact comparison 
difficult; and in any case a commercial company naturally 
expects a greater margin of profit than a Government* None¬ 
theless, it is generally believed that the Company is run on 
extravagant lines, and its profits are considered by the 
general public to be unduly large. This is a feature of the 
case which the Italians could utilise with some effect in 
their diplomatic or public arguments* 

4# The memorandum enclosed in Your Lordship's despatch 1 
No* 1479 (J 4340/38/16) of the 6th December, shows that the 

f 

Company themselves do not admit that a case exists in equity 
for further reduction* I have no doubt that some case can be 
made out for the opposite view* But the main question appears j 
to be how far it is practicable to obtain a reduction at the 
present time, and how far therefore it is politically desira¬ 
ble for us to endorse the idea, if put forward by the Italian 
Government* 

5* I have reported in my telegram No. 668 of the 13th 
December that the Egyptian Government now claim officially a 
primary interest in any Italian proposals that may be made, 
and demand to be represented in any negotiations on such pro¬ 
posals in their triple capacity as the territorial Power, the 
authority which granted the Canal concession, and. the ultimate 
successor to the Canal Company* They have not so far indicated 
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wh a t their attitude is +« v 

«e IS likely to bs on tile question of 

J"\ 1,1 ^ teleSr “ M0 ‘ 674 0f “• “th Decenfoer, however. 
V reported on the reactions of the Egyptian press to 

11:r“ ******“* thB inf — - *•— 

radu tl i0 " S 18 that EOTt 18 «»* to resist substantial 

els i aS ^ ^ ^ *° SiWOn — - 

J :i;~ ° f «* *« ^ Company comes to an 
em in 1968» 

/* ” U ’ 1 P1 ’* SU “’ SqUally llkely that the French 

or the Z 1C 8UPP ° rt th " attUUde ° f ^ — —re 
i the Canal Company* 

t ** thS qweetlon of du ®« could he isolated 
an<3 considered on its m»ifC+a 

there would be much tel, si V ^ 

thereby stifling Cla “ 

„ . 8 lta Propaganda value and m.v^- ... 

Perhaps difficult {though thi. , 8 14 

to make mor . arguable) for th* Italians 

ak. more extensive demands .. regard, participation in 
the administration of the Canal. Her. again 1 ! 

Political difficulties jutho ^ *** 8Wi0 ™ ! 

1 „„. , < '• Althoush Great Britain has the ; 

largest interest at ataks, at once ae the chief user ^ the I 

anal and as the chief shareholder, it eo happens, by the I 

peculiar statutes under vhich the r 

the controlling voice in the *' M * ,ini * t “ e ** «»* ! 

Uo1 * , “anagement is not that of ms 

Majesty a Government. In practice no effect, 

taken without the lTe * etla » «an be . 

ut the consent of the French 

reasonable therefore *. "‘crests. However 

efore we may consider the Ttni * * * 
reduction of dues we ^ * Italian demand for a 

aues, we cannot endorse it 

agreement of the French r with, the prior 

the French aovernment, without the risk of . 

P eavage between oure,iv e8 and France. »or ia it e , 

to endorse a policy which we have ever^tT. * 

unwelcome to our allv m oppose would be 

’ Bgypt. What therefore should be a 

/simple 
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simple commercial matter has an important political hearing* 

6* on the question of Italian representation on the Board 
of the Canal company, I would invite a reference to my secret ; 
despatch No. 76? of the 29th jane last, in which I expressed 

ii 

my views at length* The Italian case, in this respect also* £ 

may seem to have some prima facie Justification in view of ;{ 

the extent to which Italian shipping uses the canal and 
particularly if the Italian demand were limited (as mv'be the 
case at first) to the appointment of a single director. It 

i 

is arguable that one director could have little effective 
influence on the management of the Company and that if Italian . 
amour-propre is likely to be satisfied thus cheaply, political | 
expediency demands that satisfaction be given promptly, Jjy ! 
strong view remains, however* that the admission of the 
Italian claim would be highly dangerous. An Italian director 
would be most useful to the Italian Government for intelli¬ 
gence purposes and an embarrassment to us from the point of 

j 

view of security and defence* But even if that were not so* 
it is still unfortunately doubtful whether the Italians or 
the Germans understand the language of concession except as an 
expression of weakness or a signal for further demands and the 
appointment of an Italian director would almost certainly be 
the thin edge of the wedge of internationalisation* 

9* It is true that the circumstances in which the Dutch 
director (and for a period before the War* a German director) 
came to be appointed lend weight to the contention that if any 
additional director of other than British, French, or Egyptian 
nationality were to be appointed, he should be chosen with due 
regard to the use made of the canal by the shipping of other 
nations* By this criterion the choice would at present I 
understand fall on Italy. But this is a very different thing 

/fToa 
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frost the claim which the Italian press are trying to establish 
that the users of the Canal are entitled, as of rlgh'h to repre¬ 
sentation in its management. The admission of this principle 
would have far reaching results. It would almost certainly 
lead immediately to a German, and perhaps a Japanese, demand 
for representation; thereafter to demands for representation 
in proportion to the use made of the Canal; and so eventually 
to complete internationalisation. I can hardly believe that 
His Majesty f e Government could view such a prospect with 
equanimity. 

10# I submit that the question must be governed ultimately, 
so far as Kis Majesty*s Government are concerned, by defence 
considerations and that it is by this standard that must be 
judged any proposal-which, however, harmless in itself, might 
have the ultimate result of removing from Great Britain that 
effective physical control over the Canal which she has so far 
contrived in practice to exercise exclusively in spite of the 
international fa$ade erected by the Convention of 1888# That 
control has hitherto been the main object of our presence in 
Egypt and its continuance seems vital to our position in the 
Mediterranean and the Near East, if not indeed to the safety 
of the Empire as a whole# 

11* A few days ago I received a visit from Monsieur Edgar 
Bonnet, Vice-Chafman of the Canal Company. While realising 
that political alignments might eventually change in such a 
way as to make it both desirable and safe to admit the Italian 
claim to representation, he was absolutely opposed to the in¬ 
clusion of an Italian director on the Board in the present 
political situation. He observed incidentally that Italy had 
no locus standi for such a demand. There were only 9 shares 
of the Canal held in Italy, so he said, and these were held by 

/the 
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the Pope. 

12. Such an attitude on the part of th« * , 

not necessarily be aecisive in a matt h CoItpa21 3 r need 

cma sovammenta. s»t the ra<Jnoh ^ ***** — 
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31 that 81 “ concentrate on her n. f “ 

"»<*• HBr claims in Tunisia 
Bent on consolidating her position ^ “** *“ ^ 
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demands should be mild* I confess, however, that I regard the 
present campaign for the reduction of the dues and limited 
Italian representation on the Board as veiling a much more 
serious objective, and as part of a general movement to 
create dissension and to undermine our whole position in re¬ 
gard to this vital link in our imperial communications* 

14* One further point. Any discussions affecting the Suez 
Canal which may take place in Home will be followed with the 
most intense interest and with serious misgiving by the Egyp¬ 
tian Government. I hope that the desirablity of keeping the 
Egyptian Government informed of developments will be cons¬ 
tantly borne in mind, and I earnestly trust I may be afforded 
an opportunity to comment, from the point of view of our sped 
position in Egypt on any proposals which may be made by the 
Italian Government before we in any way commit ourselves to 
them* The embarrassment which ensued during the Some nego¬ 
tiations owing to this Embassy not having been consulted in 

declaration 

advance in regard to the Canal /will doubtless be remembered* 

I have the honour to be, 

With the highest respect. 

My Lord, 

Your rjordship*s most obedient, humble Servant* 
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Cyjhar Telegram to Sir M. hampson (Cairo), 

Foreign Orfiee, 8 tli January, 19*9, 1.25 p.«. 
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pre atation on the Board of the Sues Canal Ct*™.™ a * 
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™->t agitation in Italy for concessions at the expense of 

anoe ana to express his gratification at the assumes of the 
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H1S **•**• Government on various specific 

Minister would sav that *** ° olal!lls the Prime 

ouid say that as regards Jibuti and the statu, of 

Italian nationals in Tunis these were matt. v 
concern the Italian and French r ” ’* 1< * SOlely 

Canal however thfrlT “ "*«• «- 

Canal Company was governed "h '' lniSt ® r *° Uld polnt °«t that the 

»* Z^ZZ V 0 " 01M ™*"' 

Jf re French and on which the „ 

had only three official representaf Government 

"horn again the vast 1 7 ‘ 1TCS ’ ^ by ^holders of 

again the vast majority were Frenoh Tn 

it was to be expected in the pres. ' h *° oiro ““stanoes 

in consequence of the re t ” enpsr Availing in Franoe 
qaenoe of the recent agitation in Italy that if th» 

of an Italian seat or. th. » _ * “ “ the luestloi 

«™ ou « T ■"* *• «■ —« l. 

on * —. su»i «*», M 

minister/ 


I 


















PUBLIC RECORD OFFICE 


Fo 371 721432. 


?$307 


Please note that this copy Is supplied subject to the Public Record Office’s terms and conditions and that your 
use of It may be subject to copyright restrictions. Further information is given in the enclosed Terms and 

Conditions of supply of Public Records' leaflet 


269 


Minister feared that, until there was an improvement in 
It&lo-Freneh relations no useful purpose would be served by 
bringing forward any definite request. 

You should assure the Prime Minister that His Majesty's 
Government, bearing in mind the position of the Egyptian 
Government as the territorial Power concerned, consider that 
that Government should participate in any intergovernmental 
conversations or negotiations that may take place on this 
subject when relations between the United Kingdom and France 
on the one hand and Italy and Germany on the other have been 
placed on a satisfactory basis. 

If the Italian Government refer to their desire for 
reduction of dues, the Prime Minister will say that as in the 
past so in the future His Majesty's Government will continue 
to be sympathetic to proposals for a reasonable reduction in 
dues so long as the efficient management of the Company is 
fully maintained and that they would be prepared to accept 
such proposals as commended themselves to the Board of 
Directors. 

You should show this telegram to Lord Hankey for his 
confidential information. 



MS LIT 
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BRITISH KMBASS 


TO" 

— r ' 


ss *m 


CAIRO. 


212/25/38. 


16th December, 1938. 

7^ . 


Dear Lancelot, ^ ^ % i j t f \ 

With reference to my despatch No. 1264 of 29th 
November* I enclose herewith a rather amusing article 
in "L* Inform atettr'* of Alexandria regarding the arrange¬ 
ment of which you already hnow between the Germans and 
the Italians for the exchange of propaganda roles to suit 
their respective international obligations or the changing 
expediencies of international politics. 

Pretty accurate In what it says \ 

Yours ever* 



Sir Lancelot Oliphant, 
K.C.M.G*. * C.B., 
Foreign Office f 
8.W.I. 


tel point Page nee A.E.O. qtie son ^lirectevr, 
M. Da (tone jugea bon de mettre une sour*, 
dine & son activity en s’6clipsant d* la 
sc&ne ^yptienne. Survint eatretejpps, 
1'homologation du pacte anglo-italien el; 

! lea agents dc HtaHe mirent cn vcitlcuae 
leur propaganda locale. ■ 

La propagaade Altemanffe' 

L’Egypte, cepentUbtt. n-'y * ucn ^ 
ripiL 'Rome pa'ssa ia torctae 4 r?- 
la c<wsp 4 relais repnt da plus bets* 


peuvent s'ametiorer aux Etats-thiis et me- 
me en Europe. Qh«* s?ou* eHes v6#tent et 
vcgMeront aussi longtemps <p]« t Egypie 
n'exercera pleinement l«s attributs de sa 
sowrainctf pour mettre un term* com 
plet et d«initif an* itorerxlions el ran- 
glrcs si dangereuses pour le pB y s - 


gJafomskur 
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EXTRACT FROM "I/INFOI 


111 


(/octtOft ffe r«W IfroiM- 
Berlin eit Egypte 


Cette fois, ce n’ltait plus tte te_ fronting 
occidental de te Lyhte que se dessina U 
menace, mats de la frontiCre orientate dc 
la Palestine* 1*« manteau dp smnarabteme 
servit a dissimuler Taction du Reich, et 
cette propagande se Pursuit activement- 
A la A.E.O, *uee£d* 1* D.N.B. §1 l <m donte 
de Vin^piration officiate tpii, ** s 

bulletins' de l’agence tllegrapihique alte* 
minde et preside d teur distribution, 11 
auffit de se rdpdre A sea bureaux a impor¬ 
tant jour d? » i ll hedres du matin mi 
pre&que > ft'impom qoel mop»ni d*T»- 
nriki-uiidi: On y rencoatrera flew steti- 
L^n attach^ A te tegaUon du *W* Rei<:h 

M , 

JusoiTii oe qw tea relations se gatent 

an sulct de la France, de VEspagne ow de 
qiul autre c 4 I 

mamie qu’est dlvolu )e r«te d’entretenir 
und agitation mates! n* aptianglaise chez 
n^s. Quand, an pri* de qui sail queues 
eidWcesSobst, te Reich consentira <*e 
dewier momenta nlment, la torche sera 
i*e3aaa«Se an,x maina italiennes prdtes a la 
aafsir. El «Ili« de suite, N« pourmiivant 
qU*un responsible A la fois, on no parvien- 
m jamais A ihettre fin k Taction subver¬ 
sive de tous ies deux. Et cbacun de ees 
rfesponiables, assurl de la collaboration 
sbsolue de l’antTe, pourra promettre pour 
qtiekrue temps tout ce que Ton veut: son 
' compare eat 1A pour continuer 1 action 


. ■ ■» XT - 

Mais pourquoi alter cherclier si loin i sous sCin n0R1 . 
dea examples de ce j<Mi machluvtliquo * J ^ 

L’Egypte mime tournit actuelleiufsnt unc [ es COflSetJUenCeS ecOflOIRUfadS 
illustration frappante de Cette politique. ^ 

Jusqtt’au U novembre date A laqueUe fut . 7 ¥- I’affjon femtORO - 
sigite le pacte angio-italien, une propa- « 1 ® CnWI 

gande italienne effrlnle slvissait Chez . ,>,, hu» 5n s *4tonne, aprls ceta, qne la ir 
nous. Les emissions en arabe du poste ra- *. nersiste en Bourse, que nos Fon 

diophonique de Bari ^inondaicnt le r d , Etal P nfechisSfcnl et que te capital 


ies coftseffiiertces economupids 


i/Ctu’on s’ltonne, aprls ceta, qne la ml- 
fiance persiste en Bourse, que nos Fonds 

i.ni ^ t n 4 mu An ronilal S 6 


diophonique de Bari incmdaient flechissent que le capilal se 

Troche-Orient de nouveltes contournles ta * n ptus timide. Deranl 


4 i -■- - 

UiuJaucieuscs* Sur place* leA agents 
-du fasclsme travaillaient A fond I’opi- 
nion. Lea bulletins volants de TAJE, 0 . p 4 - 
nltraient dans tons tea recoins. On eon; 
halt, par des ouvragea parus a Londres et 
par lea rlcentes revelations dn cDous- 
tour» Jusqu'oii allatt oette action de 1 'lta 
lie. Dans chaque journal, les rldactenrs, 

, petits et grands, se voyajient offrir nne rl- 
munlraticn. pour tout article favorable A 
Timplrialisme fasciste. Ces revelations cir- 


.la L>tdt v- -a-- ‘ , 

montre de phis en plus timide. pevani 
Vjniposslbilite de tabter sur une vlritable 
■felrlpde de stability, pris entre les feux 
des propagandas total llaires 
et d^»esp*rant chaque jour davjftiUage de 
voir un apaisement ^effectuer/l* monde 
financier no trouve d'autre moyen <1^ 
protection que de se cantonnelr dans une 
attitude d’expectative* l>e ia sorte, le 
pays* ptiv^ du con con rs indispensable 
■ fSfaufr assurer le fonctionnement noruial 


rimperialisme fasciste. rmiauuusui- t pour ^— 

constancies sur cette tactile k la fois t a' e & production et de son commerc#, vit 

m n 1 astaI { /tl lO At unlive ridiculislrellt A'-I , _.__- .... « a lD«lf T.ea affaires 


machiavelique et naive ridiculisferent a - 
tel point l’agence A.E.O. que son direcleur, 

M. Dadone jugea bon de niiettre une sour¬ 
dine & son activate, en s’eclipsant de la 
scene Igyptienne. Snrvint cntr etc naps, 

Thomologation du pacie anglo-itallen qV 
j les agents de l’ltalie mirent on vcitleusc 
leur propagande locate. ■ ■ 

La propagande 

L’Egypte, cepcndsnt, n’y gagna aucun, 
rdpit. -Rome pass a hi torche'ft Beriio.-rt - 
la cwso A relali reprit do plug belie. 


Iconomiquement au ralentr. Les affaires 
pen vent s'amlliorer au\ Etats-Unis et me- 
me en Europe. Chez pons eHes vlsgetent et 
veglteront anssi longtenrps <pio TEgypt® 
n’exercera pteinement les attribute de sa 
souverainctl pour mettre mi ter me com- 
, ipjet et dHinitif ail^ fmmrattens Itran- 
I glrcs si dangereu^es pour le Pays. 


XJifitmlur 
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Parliamentary Question, 274 


. « ■ l | h in f ; 

* 4. ■■ 

m. Mr, Arthur Henderson, — To ask the Prime Minister, whether, in view of the provision 
in the Anglo-Italian Agreement that the statue quo in the Mediterranean shall be 
! maintained, he will say whether such status quo included the present administrative 

__ control and status o£ the Suez Canal. [Monday 19fA December^] t 


19 rn 1958 

ifaiPLY ATTA^Ngft 




By a Declaration annexed to the Protocol 
signed in Some on the 16th April last H.H.G. 
and the Italian Govt reaffirmed the Declaration 
signed in Borne on the 2nd January 1937, regard¬ 
ing the Mediterranean. The relevant paragraph 
in that Declaration reads as follows:- 

"Disclaim any desire to modify, or, 
"so far as they are concerned, to see 
"modified, the status quo as regards 
"national sovereignty of territories in 
"the Mediterranean area;" 

I submit that the scope of this paragraph is 

clearly limited to the sovereignty of certain 

territories and cannot he held to cover the 

status quo of the Suez Canal which lies wholly 

within Egyptian territory. 

I 

I submit a draft reply. 


/, Jt) 




16th December 1938. 


ett. 


/ W 

| Sou theri^/Den t. 

I agree: hut we had better refer to the 
express declaration of April 1938 with regard to 
the Suez Canal Convention which covers the 
status of the Suez Canal: as regards admini¬ 
strative control the 1888 Convention covers, I 
think, the Finnan of 1866 (referred to in the 

preamble) which gives the concession to the 

Canal/ 




... j.i -! 


34109 n/30 r,u*r. 


directors/ 


















Canal Company, The Suez Canal Convention 
would prevent the taking away of the con¬ 
cession from the Company hut it would not pre¬ 
vent changes of control brought about within 
the existing statutes of the Company by 
election of directors of different nationality 
and sale of shares etc. 

I reserve my opinion on the question of 
changes in the statutes of the Company. 

(Sgd:) W.E. BECKETT. 

16th December, 1958. 
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r( & 


IS I XI 


In the Declaration signed in Rome on 

the 2nd January, 1957, and reaffirmed in 

Annex I to the Protocol signed in Rome in 

April last. His Majesty’s Government and the 

Italian Government disclaimed any desire to 

modify, or, so far as they were concerned, 

to see modified, the status quo as regards 

the national sovereignty of territories in 

the Mediterranean area. The matters to 

which the honourable Member refers do not 

come within the scope of this Declaration. 
r* $ iAp 

(On the other hand/Annex 8 to the Protocol 
of April last deals expressly with the Suez 
Canal Convention of 1888. 


i! 'AM 

i , ,| F 

:1 I 


III 


i 'ttr 


nm 


i ! 111.! I 


14109 ttf 30. r.v.r. 
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ANGLO-lTALIAN AGREEMENT. 

Mr. A. Henderson asked the Prime 
! Minister whether, in view of the provi¬ 
sion in the Anglo-ltalian Agreement that 
the status quo in the Mediterranean shall 
.be maintained, he will say whether such 
status quo included the present adminis¬ 
trative control and status of the Suer 
Canal? 

Mr. Butler: In the Declaration signed' 
In Rome on the 2 nd January, 1937* 
reaffirmed in Annex 1 to the Protocol 
signed in Rome in April last. His 
Majesty's Government and the Italian 
Government disclaimed any desire to 
modify, or, so far as they were concerned, 
to see modified., the status quo as regards 
the national sovereignty of territories in 
the Mediterranean area. The matters to 
which the hon. Member refers do not 
come within the scope of this Declaration;: 
but Annex 8 to the Protocol of April last 
deals expressly with the Suez Canal Con¬ 
vention of 1888. 


19 Bti> 1938 


141m 11/16/r.U.r. 


directors/ 
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22 DEC 


. . (l) Abolition of the Calsse de la Dette . 

^ kr 4717/38/16 (3; I talTan ^claims with regard to the 3uea Canal * 

J Transmits copies of memorandum drawn up by Hi3 

M sir S.Fhi-ops , Majesty’s Embassy,Paris,with regard to position taken 
(Paris). up by French Government in negotiations regarding Caisa 

de la Dette Rationale.Memorandum suggests that reason 
looAwAza \ nihy french Government are more ready to accede to 

432/27/^8}. Egyptian demands than are His Majesty’s Government is 

21st Dec; 1938 French concern over Suez Canal question*Comments on 
untd \ uneasiness caused to French Government and 3uez Canal 

Jg&nd Dec; 1988 uoinpany by Italian demands,and records conversation 
with Comte de Pels,shareholder of Suez Canal Company. 

• Egypt and Sudan Asks to be informed of His Majesty’s Government 
' conclusion on subject of Italian claims. 


Las^ Pager. | 


teferences. 





W ,t>. 


jtA b 

flf 

’$? „ (/ 

f (d o- ok y^f/^o/iS 

; J' kfc. «■' 

y.., 


{Minutes.) 


Sir 3. Phipps has sent us an interesting despatch 
and memorandum in which it is suggested that the French |! 

: j 

Government are more ready to accept NUK Egyptian demands ;j 

: i 

i 

over the abolition of the Caisee de la Dette than are 

■ i 

His Majesty's Government owing to their concern over j 
the question of the Suez Canal and their relative j 

L 

difficulty in bringing influence to hear upon the ; 

j rf 

Egyptian Government, as far as the Caisse de la Dette ! j 
negotiations are concerned these have now reached the j 


final stage and the attitude,of the French and Italian 
Governments is no longer a factor to be taken into 
consideration. The despatch is still of present 
interest, however, in its references to the attitude 
in France to the Italian claims with regard to the Suez 


Canal, 


Paragraph 1 of the memorandum points out that 


,|^1 Italian demands are generally rejected in 


[Action 

fcipktcd.) 


(Index.) 




ay 

-4> 


Next Paper. 

Sum. 


France and suggests several reasons for 
As far as the Board of the Suez Canal Company are con- 
cerned we knew that the Marquis de Vogtie' does not feel 
it necessary in princiTjle to oppose the cession of a 
seat to an Italian nominee, though air E. Phipps has 

reason to believe that the majority of other French 


14169 Ji/}6'F.O,J\ 


directors/ 
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directors will oppose any such step; moreover, the 
Comte de Pels, one of the largest individual share¬ 
holders and formerly private secretary to Monsieur de 
Lesseps, has informed the Ambassador that the assembly 
of shareholders, with whom alone rests the election of 
me tubers of the Board, would almost certainly refuse 
to agree to the appointment of an Itali:m. EfL 

iuery. Copy to^Board of Trade, Treasury, Admiral 
Cairo and Kowa< ' / , /, 


/ Ia ^ 


lU -1 (Y 33rd December, 1938. 

S*j£. J 

This despatch is interesting and I have sent a I 
copy straight away to the printer. I would suggest / 
that it merits K.C.D. distribution? 1 

From the records that I have read of earlier 
discussions regarding the question of Italian repres¬ 
entation on the Board of the Suez Canal Company* I had 
gathered that in return for a suitable quid pro quo 
H.M.G. might be prepared to consider supporting this 
request, but from a recent minute by the Secretary of 
State which I have seen on hie advance copy of Sir 


l on nis 
<wuiiO 

10 ‘of Dec 


M.Lampson’s telegram 680'of December Slat, the Secrete] 
of State has instructed the department to suggest how 
the argument against the Italian claim to a director 
could best be maintained. In that telegram Sir M.Larap 
urged^tnat the Italian demand for representation on 
the Board of the Sue 2 Canal Company should be opposed* 


In order to coordinate the views of the department 
concerned, via. F.Q., Treasury, B. of T., A.M., 
Admiralty and W.0., I am arranging a small interdepart 
meeting; unfortunately some of the persons concerned a 
away this week. I submit that as soon as we have 

reached/ j 
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reached conclusions in this matter for submission 
higher authority and these conclusions have 
been approved we should then send them to Sir 
E ,Phipps for communication in whatever form he 
thinks best to the French Government« 


December 29th, 1938. 


* bbyt^. 


\ ! I 1 
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No* 150ft* 

(422/27/36) 


BRITISH EMBASSY, 


279 


/ **7 4 *■"> 

U f i 


PARIS, 


21st December* 1936* 



MY Lord* 

X enclose a memorandum drawn up in this Embassy with 
regard to the position taken up "by the French Government in 
the negotiations regarding the Caisse de la Dette rationale* 
which are now proceeding* in conjunction with His Majesty’s 
Government and the Italian Government, with the Government 
of Egypt. 

2. The memorandum suggests that the reason why the 
French Government are more ready to accede to the Egyptian 
demands than are Hie Majesty’s Government is the concern they 
feel over the question of the Suez Canal and the paucity of 
the means which they have (in comparison with the means 
possessed "by His Majesty's Government) of bringing influence 

to hear upon the Government of Egypt. 

3* The demands put forward in Italy with regard to the 
auez Canal have doubtless caused considerable uneasiness 
both to the French Government and to the Suez Canal Company* 
I believe that the Marquis de Vogtt6 himself some months ago 
gave the British Resident Director of the Company to under¬ 
stand that he himself did not feel it necessary in principle 
to oppose the cession of a seat on the Board to an Italian 
nominee. It may be that other French members of the Board 
may be found to share this disposition. I have, however, 
reason to believe that* for his part, M-Barrfere will oppose 
with his co-directors any such development with the greatest 

vigour. 

The Right Honourable „ _ T r n y v 

The Viscount Halif &x » K»G», G.C.S.I*, G.c#x*^*f 
&c., &c*, &c* 


a jv 
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230 


if. I have* moreover* to-day received a viBit from the 
Comte de Fele, who is one of the largest individual share- | 

holders of the Sues Canal Company. He was private secretary j ; 

■ ! i 

to Monsieur de Leseeps, He told me that whereas the assembly I 1 
of the shareholders (with whom alone rested the election of ’ ! 
members of the Board) was a reasonable body end quite ready to 
listen to suggestions with regard to the selection of direc¬ 
tors, there was in present circumstances no possible chance of : 

I 

their agreeing to the appointment of an Italian director. ; 

• I 

> I. 

The question had been raised in the worst possible manner. [ 

(L. 

The matter, as he had said, rested with the shareholders, r j[; 

I 

and Governments, as such, were not concerned* The articles '? 

in the controlled Italian press and the semi-official German 
communique published this morning, which treated the matter ■ 

as if it was one for settlement between Governments, and I j 

j 

which adopted an intransigent tone, made it quite impossible i 

1 

for the shareholders to meet what appeared to be the demands 
of Italy, either as regards the appointment of Italian : 

directors or as regards the modification of the status ! 

of the Company* For himself, the Comte de Fels was entirely ' 
opposed to the admission of an Italian director* To accede "! | 

to the idea would inevitably have awlcward consequences in i| J 

that Germany and even y&pan would be certain in their turn ^ I 

i 

to claim a similar privilege. The complications would j 

therefore be great. Comte de Pels dared to hope that when ?■ ! 

\i ■ 

the prime Minister visited Home he would study not to | 

commit His Majesty’s Government to any expression of ■ 

agreement with these suggestions, which he ventured to ' j 

d . 

n ; 

think would be of considerable danger to Great Britain I | 

; i 

herself — suggestions, moreover, to which France was, | j 


with unusual unanimity, most firmly opposed. 
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immen.se prestige acquired by Mr.Chamberlain as a result of 
his journeys to Germany, placed him in a very strong 
position, far stronger than that which he had enjoyed on 
those occasions. 

5. This question with all its implications is no doubt 
the object of study by His Majesty’s Government, and i 
should be grateful if X might be informed of any conclusions 
reached with as little delay as possible, since it is to be 
expected that the matter will at any moment again be 
raised with me by members of the Board of Directors of 
the Suez Canal Company, and perhaps by the Ministry of 
Foreign Affairs* 

I have the honour to be, with great truth and respect, 

My Lord, 

Your Lordship’s most obedient, humble Servant, 




lf?3V 


0 Bt U ± Oil / ' 
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MEMORANDUM, 


French opinion has taken up strongly the question of the 
demands in the Italian press in respect of the Suez Canal, 

The demands are generally rejected and refuted, with vigour and 
wealth of argument. There are probably many reasons for this 
non-poasuiHus attitudes- pride in a fine French achievement and 
a well-run enterprise, and resentment that the Italians, who 
took none of the original risks, should feel that they have 
only to express the wish in order to establish a right to have 
a part in this great concern; annoyance that the Italians 

j 

should seek to do this as a political measure through the French 
Government when the Company rather preens itself on its 

j 

commercial character and its independence in relation to the 

i 

French or any other Government; fear to see Italian influence 1 

j 

present on a waterway of great strategical importance connecting 
France with her Colonies in the Indian Ocean and the Far Easts * 

j 

fear to see Italian political influence increased in Egypt and ' 

I 

placed in a better position for intriguing there with regar^/to 

j ■ 
i ■ 

the destiny of the Canal when the concession terminates in 1963j J 

j 

a wish to forestall anything which might contribute to further j 

i 

encroachment by another Latin nation on the quasi-monopoly 1 

i 

of France in the cultural field in Egypt; anxiety to prevent ; 

i 

j 

any development which would diminish the relative strength of 
the French position at a politically strategic point; for there ! 

: i 

is keen realisatiopbf the important fact that the Canal lies ! 

i 

between the possessions of France in North Africa and her sphere 

fi 

of influence in Asia Minor and that it is situated in a country 
whose influence in the Moslem world to the West and to the East 
is considerable and whose territory provides both the natural '! 
focus of the political movements originating in either area ! 

and the natural corridor for their passage from one area to ! 

the other. Such, it may be taken, are the reasons for the ' 


importance/ 
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importance attached by Prance to the questioi>6f the Suez canal. 

And it might he added that she may well feel that her present 
special position there offers the possibility of exerting a 
certain amount Of control over the dangerous and restless rival 
whioh Italy has ’become. 

It would he only natural then, that concern over the Suez 
Canal should influence to a large extent the general policy of 
Prance towards Egypt and more particularly her attitude to 
specific subsidiary questions arising between the two countries. 
There can he few, if any, other questions of equal importance with 
that of the Canal, and the French Government in such questions are 
likely to do everything possible to please the Government of 
Egypt. 

At present the French Government, in conjunction with the 
Governments of Great Britain and Italy, are negotiating with the 
Egyptian Government about the abolition of the Cal see de la 
Dette rationale. The Ministry of Foreign Affairs have described 
the French position as "largely intermediary"* France, as in the 
case of the recent conference for the sStodif i cat ion of the 
International Sanitary Convention, is showing greater complaisance 
towards Egyptlan demands than His Majesty's Government have 
hitherto felt able to show*, and His Majesty's Government have not 
had from France the support which they hoped for. This is a 
reversal of the French position in the controversy over the 
currency in which the interest on the Egyptian debt should be 
paid, and in the Conference for the abolition of the capitulations. 
The explanation probably is that France, though in general 
deeply interested In the security of French investments, has felt 
that in respect of the Caisse de la Dette negotiations the game 
had already been lost with the acceptance of sterling as the 
currency for the payment of interest on the Debt, and with the 


i HI 


conclusion/ 
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conclusion of the Anglo-Egyptian Treaty and the consequential i i 

disappearance of the capitulations and the decision to abolish the i 1 

I , I 

Caisse. In the circumstances the conditions to be attached to the ! ' 

j ' 1 

abolition of the caisse, already admitted in principle, may well 

, " ■!' j 

appear oi less importance than the protection of French interests ' 

in the sues Canal. The attached message from the Cairo corres- ’ f 

i ■. I 

pondent of the "Temps" is a good example of the French point of 

:i| 

view in regard to this question. The tendencious character of the 

■] \\ 

despatch and the, to us, rather gratuitous way in which it draws ‘ f 

! Ji- 

a comparison between the French and British attitudes, so favourable | ; 1 

to the French, are irritating. But they are intelligible and ! ! ‘I 

M : 

i^erhaps excusable if considered in the light of the suggestions i!! | 

contained in the first paragraph of this memorandum and of the 
repercussion of events during the last few years on French 

■ iii 

interests and the French position in Egypt. It is submitted that Ip 
it would be idle and perhaps unreasonable to expect full French • 

support for British demands, which may appear to the French of 

L • il 

doubtful utility in view of what has gone before - demands which, ' 

moreover, may seem comparatively easy for H.M.Government to nut ' ' 

r r 

forward in view of the special relations which they established ! ^ 1 

I V I 

vath the Egyptian Government by the conclusion of the Anglo- r 'j 

Egyptian Treaty and in view of the special position which they T 

were able to retain in Egypt in virtue of (or in spite of) that f 

Treaty. The same considerations may apply to other questions which f 

: h jl 

are likewise of less vital importance to France than that of the l ,! 

Euez Canal. 

i 

It Is a curious reflection that whereas about the year 1676 

|: 

when the French Goveriiment were most adament as regards the rights J v 

1 ii 

of French investors in Egypt, His Majesty f s Government did their 1 f 1 

best to exert a moderating influence based on the principle that - I I 

British subjects invested their money abroad at their own risks, • I 

now/ | I 
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now it Is His Majesty’s Government who are adopting the 
stronger line irjsupport of 3ritish investors, and the French 
the more pliant line. This does not necessarily mean that the 
French willjnot defend the interests of their investors in the 
Suez Canal with the utmost energy. It is rather that in order 
the better to do so they have decided to be more pliable in the 
case of French financial interests which carry with them a less 
political and strategic importance, in implementing this 
decision, they are making the most of a recognition of the facts 
that owing to the tutelage of Lord Cromer, the Egyptians have 
learned the value of integrity in matters of national finance, 
that this is the one foreign lesson which they have well learned 
and of which they are unfeignedly proud, and that they are 
conscious of a record, the excellence of which they are reluctant 
to belie. 


BRITISH EMBASSY, 
PARIS. 


21st December, 1938< 
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EXTRACT from the. 


. id,. 


sT- 

m 


m 


A B3KT BOYPTB TV 

Vera la supprassiim 1 f 
de la eate** de la dtette pctblique 
Notre ccrrMpoodant pariWfer au Gaire aoua,it4l£* 
graphic : ,r ' ^ j . , 

La prose dgyptienne oonsacre chaque jour d’im- 
poriants artIefiw;Mx uAgoeiations qui se pour- 
suiveut aotuelMnaet Le Cairo, Londre^ &i 
Pari^ au rajat^ de la auppre 5 $ian de la Caisse de 
la Dfette.publiaue .tinpiUtUHii Cette institution. 


la Detteuualique egyptiwoe^ Cette institution, 1 
cry e ep 1876^ v a oonf erd. &ux puissances er£an- ^ 
1 ciferes de fBgypte un drdit die regard sur la ges- p 
Uion de la ^ette dgyptleiwie^t elfo.a apporta &u*. 
crg«<aef^ 

t 4&*s 

ttldSte Atix tprtfres du^TWtf: 
chef dp, dw4 rqui^ ^puisaan^ 

oes si^fcfeir.y 4e la flfteSS&ton de. Loudro de 
1885, a-rd^r^anied radtiPplMdiori de..la Caisse 
de la Delta, la totality dte iBipdta fonaters du pays 
{k i;ejjcepttop> de^ la provtnee de Kaneh) est atfoo- 
tae & la garqetie des emprunU dgypliena en/c&s 


de ddftott fids Prll^vemeDfe eur toutes les wcettes 
de la tr&6reria de TEtat i . , 

An lendemain de Paholition des capitulations 
et de la suppression du conseil sanitaira, dtaid^e 
ily a quelqqes mo is k Paris, la calsse de la Delte 
eat le seul organisrae international subslstaai eh 
Egypte. Tl no derive nullement du regime capita* 
laire, male if est eependant eonsiddrt par les Egyp- 


jaire, mais u esi eepenaant gods mere par les Egyp- 
tiens comme. incompatible avec I'independance du 
pays rdcemment consaory par les accords inter* 
nallonaux. 

Auasi, depu^ ptasieurs niois, fo gouvernemenl 
Ggyptten a-Ull eagagd aver la France et aves 
rXngtetarre des pourparlers dans le dessata d'abo- 
Lir cette institution. II eat k penser que cos n6- 

f Dotations about! rout dans un H tr&s prochc avenir 
la solution que reclame l*Egypte, La France s’esi 
en effet d^clarde prGte k consentir au transfer! au 
gouvempment Egyptian lui-mdme de radministra- 
tion et du service de sa delta extar ieiire. Quel- 
: ques difficulty d‘origin* britannique subsistent 
encore, male IE est _k penser que Les nteocisiloes 
qul ee poursuiveni actual foment permellront au| 
cabinet actuei de eupprimer dans le proctialn I 
budget le paste important de d^pen&es repr^sontA ! 
par la cafsse de la Dette. I 

Latitude particuli^rement cohoillante du gouw 
vemement frauqais en cette affaire oil Jes mta- 
irdts de potre pays sont de beaucoup Jes plus con¬ 
siderables, a irouv£ dans lea sercles ulrigeants 
Egyptians un tr^s favorable accueil. La suppres¬ 
sion de la caisee de la (>etta n’est pas moins mta- 
ressante.du point de vue moral. Uempressement 
apporta par la France k satEafaire aux demandes 
^gyptlennes const Hue un acta de con fiance dans 
Tavenlr de rJSypte et dans oelui de sea finances. 


sea engagpcOents financiers et sa situation actuelfe 
sis preseSta sous une forme qui ne laisse auctme 
inquietude but Le mptatien, pour I'avenir, de cej 
traditions. IP 




is a u j. uii / 


Ml 


til 1 ! 


i jin 

























4786/38/16 
TELEGRAM FROM 

'8ir M. Lampson 


No T CaiPo ) 

66o Decypher 
‘ , Secret, 

21st Deo. 1938 
Xetehod \ 22nd Dec. 

t mRegislry / 1930 

3 1 Egypt and 
Sudan 


Last Paper. 

\ ^?0\ 


Italian claims w ith regard to Suez Canal . 

Summaries of articles in ’‘Times' 1 and "Spectator" 

in 5 upport of claims as regards Sues 

Canal dueB and representation on Board of Suez canal 
Company, Believes that admission of Italian element 
on Board would entail eerious risk to defence arrange- 
meat*. Explains why he feels that it would he doubtful 
renrel/? Principle to yield to Italian demand for 
fth?fii5 e ?i atl0 ? ®? Board ' and recommends that H.M.G. 

° n ® eetlng I ta ly f 8 economic demands 
(lowering of dues)* G.O*C* % and A.O.C. agree. 

(Repeated to Commander-In-Chief, Mediterranean). 

(jtflfllitar.) 


■I'll ! 1 


References. 


\0jjve 


r 



The decision reached at a recent meeting in the 
Secretary of State’s room in regard to the Italian ' ’ 

V- 

demand for representation on the Board of the Suez j 

Canal Company was that it would be advisable to consult:: 

! ■ 

with the French Government before the Prime Minister j 

i 

and the Secretary of State for Foreign Affairs go to 
Rome as to the attitude to be adopted towards any 
demands that may be put forward by the Italian Govern¬ 
ment for a reduction in the dues of the Suez Canal 

i 

Company and for representation on its Board. At the 

t 

same time the French Government would be informed that | 
our own attitude will be based on the principle of ] 

\ i 

’/ giving nothing away without an adequate return and that; 

\ ' 

we presume that theirs-will be the same; in other words, 
i i 

that we might be prepared, for instance, if they were, ! 

i 

to consider the appointment of an Italian director as 

i 

part of a general detente, which would naturally involve 

1 ! 

corresponding contributions by the Italian Government. 

In this telegram and in his despatch po.1324 in 

* \ 

J 4685 Sir Miles Lampson sets out the reasons for which 
we should not cede to the Italian request for represen- 


>3*6$ s/ji v cap¬ 


tation / 
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tation on the Board of the Sues Canal Company. In a 
latter of March 24th last in J 1157 (Flag 'A') the 
Admiralty set out their objections to the appointment 
of an Italian director on the Board of the Suez Canal 
Company, but said that they did not desire to press 
their point of view too strongly, whilst an Italian 
director would doubtless use his position to try to 
find out details of the defence arrangements conclude! 
between ourselves and the Suez Canal Company I do not 
think that he need necessarily be successful as the 
details of these arrangements are, I Relieve, only 
known to the Chairman of the Company, the Secretary- 
General in Paris and the Managing Director in Egypt. 

I do not think that the Board of Directors as a whole 
are acquainted with these arrangements. 

I would suggest (i) that a telegram should be 
sent to air Miles Lampson informing him that the 
articles in the 'Times* and the 'spectator' should not 
be regarded as representing the attitude of H.M.G. 
and that the ■ utu i LL B ru S i e na ai w a tteed in this telegram 
and in his despatch No.1334 (J 4685) are receiving 
consideration; (ii) that copies of this telegram and 
of Sir Miles Lampoon's despatch in J 4685 should go 
to the Admiralty with reference to their letter in 
J 1157 (Flag *A') with an enquiry as to whether Their 
Lordships have any further views to offer on this 
subject in the light of these communications from sir 
H. Lampson; <ili) that we should obtain the views of 
the Board of Trade regarding the present scale of 
dues charged by the company, and, in particular, whether 
they consider that the Italian demand for reduction 
has any justification. (I understand it is difficull 
to compare the dues charged on traffic passing through 
the panama and Suez canals as these dues are charged 
on a different basis and in the former case little, 

if / 
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IsDojMigigntjejjieJProperty of Hie Britannic Majesty's Government, and should be returned 
to the Foreign Office if not required for official use.] 


From EGYPT, 



11 

#■ 

i U 

Decypher 

Sir M. Lampson (Cairo) 

\ 

L 



21st December, 1930*. 

; p :> 

D. 

11.30 p.m. 

21st December, 1938. 


R, 

9.30 a.m. 

22nd ‘December, 1938. 


No. 680. 





f ' /TOC 


V" 


SECRET , \ ^ . 

My telegrams Nos. 668 and 674. 

Press here has published summaries of articles in the"Times" 
and "Spectator" seemingly in support of Italian claim as regards 
both the Suez Canal dues and representation on the Board of 
Directors , I t^ust that this does not represent an official 
attitude. 

2. In my despatch No. 1324 (by safe air mail which should 
just have reached you) I have submitted my fears in regard to 
admission of the latter claim. The question of shipping dues 
is different and though there has just been a reduction on 
December 15 to 5/9d. per ton there may well be (and I am advised 
probably is) a case on merits for further reduction. But even 
there I foresee opposition both from France and from Egypt: and 
it would be awkward politically if we found ourselves ranged 
with Italy against our two friends. 

3. My belief is strongly that the admission of Italian 
element on the Board would entail a serious risk to our defence 
arrangements which are highly secret and the result of much 
careful preparation. For no Italian Director could fail to be 

I 0 used/ 
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2 * 

used by his Government as an intelligence agent. 

1 . I hope that I do not exaggerate or take a distorted view ! 

but in principle to yield to such a demand seems to me of the '! 

most doubtful wisdom. Italy is hardly likely to be deterred I 

£ 

thereby from her expansionist policy in Africa. It seems more 
probable that she will feel that she has talien our measure and 
can with profit ask for more. Nor can I believe that such a ' 

sop would affect her attachment to “The axis". j 

5. Moreover to grant her claim would involve the admission • 
of the principle that the chief users of the Canal have the f; 

right to participate in its control despite their having no 
substantial holding of shares in the Company, It is hut a step 
to similar demands by Germany and Japan, in other words 
internationalisation, eventually extending beyond the Board to 
technical personnel and staff. Quite apart from our own 

interests Qua defence I cannot see Egypt agreeing to anything of 
the sort. 

6. The control of the Canal has always been a fundamental 
principle of our general policy. It is the reason of our 
presence in Egypt recently legalized expressly on that account 
by Treaty of Alliance. Its safety as a means of our imperial 
communication from the Y/est to the East may have been affected by 
the growth of Italy's power in the Mediterranean but its 
importance in war as an inlet into the Mediterranean from the East 
has pro ±anto increased. Our defence plans contemplate the 
arrival of reinforcements and essential supplies by the Eastern 


route./ 
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“V 

route. So far we have contrived to keep effective control 
in our hands despite the international facade of 1888 convention. 
And I submit that it is as important as ever - may be more so- - 
that we should agree to nothing adversely affecting thaia? control. 

7. There is another important aspect: our continued 
effective control of the Canal must surely be a decisive fact car 

in the attitude of such countries as Turkey and Greece. Anything 
that could be interpreted as a weakening of thru i^tclgjTCuu1.]i 
dominating position risks far reaching psychological effects 

8. I realize that the responsibility of advising against 
anything which may be regarded as likely to help towards the policy 
of general appeasement. But my first duty is to warn His Majesty’s 
Government against what strikes me as a dangerous step: and I 

feel bound to record my conviction that the Italiap demand for 
representation on the Canal Board is both dangerous ana the first 
move in deliberate policy of undermining not only our special 
position in regard to the Cari&l but our dominant role in Egypt. 

Let us if it proves feasible, concentrate on meeting their economic 
demands (lowering of dues) which are shared by other countries 
including ourselves and which avoid strategic dangers of 
representation on the Board. 

9. The General Officer Commanding and the Air Officer 
Commanding both agree; and the former wishes me especially to 

emphasize paragraph 3 of this telegram and the strategic danger of 
the Italian proposal. 

Addressed to Foreign Office No. 680 December 21, repeated to 
Commander in Chief Mediterranean. 
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Lltalie et le Canal 


te Bnlugti cMfg&ose da wa an 
Editorial ta traction 4e VE^ppte dt- 
wsuf dc$ rumeur# frotfauf deg 
italiennet 6ur l& Canal de ffwrjs; 

EXIGENCES 


< La question du Can a ) 0 de Suez tlent 
la vedette daps t h opinion+ IV use "part* 

■ on. volt de* journallatts anglais qul 
| vqub r& content quo )e Canal de Suez 
' eat la^ source de tons les m&Lheur* de 
i l'eiuplre et quo oe passage co&tera gros 
H . en temp* de guerre* XVautre pert, dee 
' Journanx angials pari ant du «Lroit» de 
I'lt&lta d‘lnt*rvenlr dilts I'adminiHtrA- 
tion du Canal et dan* la reduction du 
droit de transit* sous prAtexte quo Lea 
navlraa Italians payant le plug da droits 
aprAs la Or ande-Bretagne. 

Cnfln, on troIslAme lieu, dea jour* 
naux anglais proponent de creueer un 
nouveau canal en Palestine reliant la 
MAdHerrenCe 4 la Met Rouge 4 la bale 
d^Akaba^ afln de ee passer du Canal de 
Suez si celul-cl venalt 4 sauter on 
temps d* guerre. 

! SE QU’IL FAUT RET EH IB 


SL nous lal&sons de oAtA la Gtanfie- 
Bretagne et sea propositions qul ne 
sont qu h 4 ritat de projet, nous devons 
tout ^Implement nous arrAter dev&nt 
lee rumours dea Journaux Ltaltene. Sur- 
tout 4l non# eavona que lea Journnux 
■ant tom eoue le contrdle of feet If du 
gouvernement de Home. 

JOURNALISES 

yONOTIOHMJURES 

Le journalisfce en Tt&Ue est prssque 
un f one tion ite.tre gouv*rnemente.i + 11 
pari* et 11 n* dlt m&me d«s bailees que 
par suit* d'uae inspiration ou avec 
quelque organisation prAmCdltAe. Nous 
pouvons en ddduirc que lee Xtslien* de* 
mandsut : , # ■ 

i> Ia reduction. du droit da transit 

£> La reorganisation du Conseil <TAd¬ 
ministration av*c la prtoetica de quel* 
ques dAlAguAs italtens. 

4) La rAvieUm du caract&re interna¬ 
tional da Can at 

J-tEQYPTE EST VISEE 


L* lecteur pourralt S'lmagLner que 
i cas reclamations dans Laur Importance 
h Ylaem la Compagmia En viriU c*s rA- 
■ clamatLon* n* se rapporUnt qu'aux In- 
‘ tfrAts de FEgypt*. Touts diminution 
i des droits de transit sen rstenqa 4 no- 
tra encontr* dans vlngt ana, lorsque 


nous aurons la possession du Canal de 1 
Suez. La concession de la CompagnLa 
s'acbAve en IflGlk date 4 laquelia nona< 
aliens en prendre poaseeeion. II nou* T 
sera aiurs tout 4 f&tt difficile d + innposer 
de* droit* pLu* ALavAa que ceux de la - 
Compagnie, Le gouvemement dgyptlen 
dolt d h ores et <Mj4 dire son mot dan* ■ 
cett* affair*. 

CHEZ LE8 ADMtNlSTRATEURft 

Quant au ConielL d'Adminletratlon* 
les Itallens peuvtnt demander taut 
qu h ils voudront sa rAorganleatlon.Etant 
donnA que £e Couaeil sera eupprlmA k 
ta fin de la concession. Ce CdnseU eat 
compoeA actuellement d* t2 membree 
dont la plupart eont do* Francale et 
dix sent des Anglats. P*ut*Atre qu’il I 
est de noire Intwkt de voir Le cbUfre | 
de* mombres anglais dApasser dtx ou \ 
du moliu ne pa* dlmlnuvr + 

Quant 4 la trotelArae demands reia^- 
tive au caractAra lnteraatlo^al du Ga* 
nali nous ne savons pas oe que celt et* 
gnlfie 4 rheure aCtuello. B + ll s + agit d'*~ 
ventualitA de guerre^ notrs gouverne* 
inent feralt bien de eulvra tout** les 
considerations avancAea ' 

LMHAOMISBIBLI 

j Ce n + e«t point le cas. En temps de 
| palx L^ltude d h une parrtUa questLon eat 
prAfArable ; le Canal eat avant tout et 
I aprAs tout un canal Agyptlen dans une 
| terra Agyptiennb* Lea Fuiseanceft, quel* 
lee qu'ellea aolent. n'ont pae & en per- 
ler. Nous ne seurions admettre aucune 
limits a not re eouvoraLnetA sur c* Ce- 
nal sous prAtext* .qu'il a un caracttr* 
international. Touts o*gociatlcn a ce 
sdjet conatitu* une Utnite k nos drotts 
soureratp^ cboae qua nous ne sau- 
rlons admettre en aucune fac^n. 
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TELEGRAM FROM 
Lord Perth*Rome* 


[tit. 762 Decypher 
29th Dec .1938 
»fogtsfry jB9th Dec. 1933 

J:Egypt and Sudan* 


Italian claims with regard to the Suez Canal * 

Refers to Cairo telegram No. 680 of 21st December,1938 
(J4726/33/16). Italian claims, if any, as regards the 
Suez Canal have haver "been formulated officially. 
Believes that any Italian demand for representation on 
Board of Directors wculd he baaed on genuine feeling 
that as Italy had become a principal user of the 
waterway, she ought in justice to have a fair opportune 
of expressing her views on its administration. 

Precedent of a Dutch representative is awkward. 

(Repeated to Cairo). 


Next Paper. 


i*r 



(MinutcxJ) 


This telegram, Ijogether with Sir M. Lamp son’s 
telegram No.680^to which it refers, will be considered 
at the interdepartmental meeting to be held at the 
F.O. on January 2nd with a view to the drafting of a 
note for the Prime Minister and the Secretary of 
State on the question of Italian Suez Canal claims. 

I venture to submit the following comments, jv 

The possible danger to the secrecy of our defence 
arrangements is a matter of very serious concern to 
the Admiralty. As for Lord Perth’s statement that he 
cannot share Sir M.Lampson’s view that an Italian 
demand for representation on the Board would be due to 
Italy's ’’expansionist policy in Africa", it may be 

LViiv.'* 

pointed out that in para. 4 of his telegram Nov680 
Sir M.Larapeon merely expresses the view that Italy was 
hardly likely to be deterred by a refusal to yield to 
her demands from her expansionist policy in Africa. 

Sir M.Lampson’s conviction that the Italian demand is 
a first move in a deliberate policy of undermining 
not only our special position in regard to the Canal 
but also our dominant role in Egypt is one that is 


. • 


! ill 


'nil 


li i Mi •! 


shared/ 


<5741 9/U K.0.P, 
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shared in certain quarters in London. Mr.Cavendish 
Bentinck* a analogy of his rights to a seat on the Boe,rd 
df Messrs* Selfridges remains the answer to the argument 
based on Italy’s use of the Canal. 

The presence of a Dutch representative is, we 
have always admitted, awkward where there is in fact 
no documentary evidence that the Netherland represen' ative 
was originally appointed as representing Dutch shipping. 

For the purpose of Monday’s meeting we should 
send urgently to the Service departments, Board of 
Trade and Treasury copies of tills telegram, together 


with Cairo telegrams Nos. 674 (J 4634) and 680 (J 47J36) 
and Cairo despatch No. 13^4 (J 4686)/. Copies of Cairo 

y k 

telegram No.668 (J 4699) should now be sent to the 


W.O* and A.M. 


/ 




V 


December 60th, 1938. 




Lord Perth is correct in stating that the precedent 
of a Dutch representative on the board of the Suez Canal 
Company is awkward. It is also awkward that before 
the war there Should have been a German director. 
However, the Suez Canal Company 1 b not a cooperative 
concern, but a company formed by means of investment 
of capital for the purpose of constructing and working 
a canal through the isthmus of Suez* The original 
concession granted to the late M. de Le seeps on the 

t 

30th November, 185^ stated that he had proposed to 
the Khedive to constiti^ "une eompagnie form^e 
capitalistes de toutes les nations", the principal 
investors were, however, French and the shares of 
the Company have never been to any extend in Italian 


hands.* *. 
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hands, in fact the only Italian shareholder that 
at present exists, so far as we are aware, 
is His Holiness the Pope who holds 9 shares. ' 
It is surely somewhat revolutionary that the i 

i i ' m 

Italian Government Should claim as a right to be j j 
represented on the board of a company in which ; j 
no Italian capital is invested and to the gross ;l 

H 

receipts of which they only contribute a 
proportion of IS to 14$. 

i 

The Italian Government complain that the j 
dues charged by the Suez Canal Company are too j 
high, but they have never put forward a reasoned j 

statement of detailed statistics supporting this 1 1 

\ 

i 

contention. If the Canal Company were really S 
taking advantage of the Italians they could 
charge higher dues for ships proceeding to ports 
e a s t of longitude 52° than for those going 
further east, as the latter could take the Cape 
route without great loss. i 

In this telegram Lord Perth states that he fa 
does not share the view that the Italian demand j 
is a move in a deliberate policy of undermining 

not only our special position in regard to the j 

\ 

Canal, but our domination in Egypt. I submit j 

i 

that t receiving reports from a variety of souroei^ 
we are here in as good a position as Lord Perth 
to judge what the Italian game may b$j&nd there 

ieerery reason to believe that this campaign for ! 

I 

representation on the board of the Sues Canal i 

Company and ('talk of internationalising it is part : 

i 

of the game to diminish the raison d’Stre for our 
troops in Egypt. As has been suggested 
previously in minutes by the department, the i 
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Minutes. 


Italian Government must have realised at the end 
of September that ^in the event of war^their com¬ 


munications with Italian Bast Africa would be cut 


as a result of the presence of our troops in Egyijt 


and that^unless the war finished^an early victory 
for the Berlin-Rome axle, Italian East Africa 
must inevitably be lost. Without a British army 
in Egypt and without facilities for our fleet at 


Alexandria and Port Said^the Italian Government 


might hope to maintain communications with East 


Africa with the help of their naval bases at 
Tobrucfc, pantellaria and faefe+e* For the purpose 


of undermining our domination in Egypt they have 
started a campaign for the internationalisation 
of the Suez Canal and propaganda in Egypt to 
persuade the Egyptian Government to insist on a 
revision of Article 7 of the Treaty of Alliance bjr 
which Egypt is, in the event of war, bound to corns 
to our aid in the capacity of an ally and to fum|Lsh 
our forces with all facilities. 

It is true that an Italian claim as regards 
Suez Canal has never been formulated officially, 
but it 16 part of the game of the Berlin-Rome 
axis to put out numerous and large ballons d r essejl 


in the pressAto see how far they can go and how 
' **» A*k*A*, 

AH* yield for the 
A 


far the Freneh and ourselves 
sake of appeasement* 

I submit herewith a further telegram from 
Lord Perth (J 4776) in which he reports that Cour 
Ciano told the Belgian Ambassador in Rome that he 
had not really studied the question of Italian 
desiderata in regard to the Suez Canal, (this 
statement seems to require a grain of salt), but 
that he thougit that Italy ought to have some 

repre senta tion/ 
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representation on the Company's hoard, France 
giving up ^ or three Directors' seats and that 
there ought to he a reduction in the tariffs. 

The Sues Canal Company is a French company ±f 
the French Government can in return for a genuine 
.quid pro quo persuade the board of Directors to 
elect an Italian national when next a vacancy 
occurs, that is their business and one in which I 
do not see that we need interfere or that our 
interference would he welcome. As regards a re¬ 
duction in tariffs we are discussing j 

in this respect with the Bo a rd of Trade. The | 
suggestion that the Canal ougtt to become 
internationalised and the inference of the Belgiai > 

j 

Ambassador that Count Clano referred in this res¬ 
pect to the moment when the control of the Canal 
would revert entirely to the Egyptian Government, 
is interesting* The present concession does not 
expire until 3968 and I do not see the Fascist 
Government waiting quietly for 30 years for 
anything* I have a fear that we may he faced with 
propaganda in Egypt in favour of a revocation of 
the concession granted to the Sues Canal Company 
in the hope that^if and when this concession is 
revoked and the Canal is taken over by the 
Egyptian Government, some fresh international 
agreement will be necessary in which Italy may 
secure better terms and in the negotiations for 
which Italy may be able to redouble her efforts 
with greater success to obtain the removal of our 
forces from Egypt, perhaps suggesting that the 
permanent neutrality of Egypt and the Suez Canal 
should be guaranteed by all the Mediterranean 
'■Powers J'*-*. •*«'«**s 'Vl^ 




December 30 th^ 1938. - ' J[ 
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I think we must face the fact that sooner 
rather than later there will be an Italian 
director on the 3uez Canal Board. Blven so, I 

w- 1 

dcwi<jt see why the presence of this individual 
really weaken our ability to resist 
the sinister plans of the Italian Government as 
described by Mr. Cavendish-Bentinck. 


XtbACJsJf 


December 31st, 1938. 
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FROM rTALI * : r: r 1 

w PihiijT- ■ ■■ ■. ■ iwi 

Decypher. The Bari of Perth t^^DeoeBber, 1988. 


OTEfi 


jj. 13.40 p*m. 39th December, 1968* 
R. 3.16 p.m. 39th December, 1958. 


No. 763. 




Sir Niles hampson's telegram No. 




Secret . 

Italian claim if any as regards Sues Canal have never been 
formulated officially* 

,hile I an Ignorant of how far Italian representation on 
the Board of Directors would affect our and Egyptian arrangement, 
regarding defence of the canal I cannot .hare the view that such an 
Italian demand If it were put forward would be dne to Italy', 
"expansionist policy in Africa" or "a first wove in a deliberate 
policy of undermining not only our .peoial position in regard to the 
n.e.i but our domination in Bgypt*. It would be based on genuine 
feeling that a. Italy had become a principal user of the waterway 
she ought in Justice to bare a fair opportunity of expressing her 
▼lews on its sdministration and representation on the Board is the 

reasonable method by which this should be affected. 

The precedent of a Dutch representative is awkward to say the 

least. 

Addressed to Foreign Office So. 762. December 29th. repeated 
to Cairo. 
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Wi>. 764 Decypher. 

Ikfed 29th December , 193 
Received ^30 th December 
v Registry f 19381 

!, J: Egypt and Sudan. 


Italian plaimB with r egard to the Suez Canal. 

Reports conversation which Belgian Representative 
in_^? lne * said that Italian Minister for Itareign 
Affairs had told him that he thought that rtaly ought 
to have some representation on Board of Suez Canal Co. 
France giving up two or three seats', and that there ' 
ought to be a reduction in Canal tariffs. Count ciano 
also re.narked that he thought that ultimately Suez 
iCanal ought to become internationalized. Belgian 
Ambassador drew conclusion that Italians did not 
intend to put forward demand for internationalization 
at present time. 

(Repeated to Paris). 


Last Paper. 
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Prom ITALY . 



The Earl of Perth {Rome), 

29th December, 1958. 



D. 9.45 p.m. 29th December, 1958. 
R. 9.SO a.m. 50th December, 1958. 
No. 764. 


My Belgian colleague came to see me this morning to have 
an exchange of views about the situation as between French and 
Italians. He had just passed through Paris and explained to t 
me the strength of feeling against Italy there. 

He told me that a short time ago he had had a conversation j 
with Count ciano and had asked the Minister for Foreign 
Affairs what the Italians desired in regard to the Suez Canal. 

The Minister for Foreign Affairs replied that he had not j 

really studied the question but that he thought Italy ought !| 

J 

to have some representation on the board of the Canal, France i ! ‘ 

if 

giving up two or three director's seats, and that there ought ; 

to be a reduction in the tariffs. Lastly Count Ciano remarked 1 

IS 

that he thought ultimately the Canal ought to become U 

internationalized since it was not proper that one country } 

■. i - 1 

should control what was in fact a great highway of international * 
commerce. The Ambassador drew the conclusion that Italians > 

did not Intend to put forward demand for internationalization f 
at the present time and that the Minister for Foreign Affairs' 

■h 

remarks rather referred to the moment when the control of the 

i ■ 

i 

Canal would revert entirely to the Egyptian Government. I 

Addressed to Foreign Office Mo. 764, repeated to Paris; J 
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